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GEORGE COHEN 


SONS AND COMPANY LIMITED 
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; Eiastman 
| CHEMICALS 


. are serving 
European industry 


rite 


Food and Agriculture 

Tenox® antioxidants protect fats, oils and foods con- 
taining these products against development of off- 
flavour, unpleasant odour, or discolouration. 

’ By inhibiting oxidation of fats and oils, Tenox 
i] antioxidants extend shelf life and markedly reduce 
: complaints due to rancidity in lard, nuts, potato 

chips, cereals, baked goods and many other foods. 
Tenox antioxidants are used to stabilise inedible 

fats in animal and poultry feed. They are also added 
directly to poultry feed mixes to protect vitamin 

' content and safeguard against deficiency diseases. 

For easy use, Tenox antioxidants are available in 
a large number of formulations, liquid and solid, 
containing one or more of the following ingredients: 
butylated hydroxyanisole, butylated hydroxytolu- 
ene, propyl gallate and citric acid. 


Protective Coating 

Cellulose Acetate makes tough, water-resistant wire 

and cable coatings. Cellulose Acetate Butyrate pro- 

duces lacquers, adhesives, airplane dopes and melt 

i and peelable coatings possessing high strength, 

; flexibility and excellent weathering properties. 
Solvents and Plasticisers in a broad range, includ- 
ing economical isobutyl acetate, are available. 


Textiles 


Dyes of outstanding fastness for synthetic fibres. 
Cellulose Acetate flake for producing acetate fibre 
spinning solutions. 


Ese 


Petroleum 

Tenamene® 1, 2,3,60 and MD 50 are gum inhibitors 
and metal deactivators used in motor and aviation 
fuels to maintain quality during storage and use. 


Rubber 


Eastozone® 30 and 31 antiozonants protect rubber 
products against the effects of atmospheric ozoné.., 


Waxes and Polishes 
Epolene,® a low-molecular-weight polyethylene 
wax, is produced in regular and emulsifiable grades, 
and in a new low-melt form. Epolene is recom- 
mended for use in paper coatings and polishes and 
as an upgrading agent for paraffin and other waxes. 
Stocks of many of these products are maintained 
in Europe, assuring quick delivery. If you would 
like to investigate any of these quality products, 
call or write Eastman’s European Sales Office in 
The Hague. They will put you in touch with our 





re European Sales Office Company Headquarters 
local representativ ©. He and a member of the East- Eastman Chemical Products, Inc. Eastman Chemical Products, Inc, 
man organisation will gladly work with you toward Anna Paulownastraat 76 Subsidiary of Eastman Kodak Company 
obtaining the most effective use of Eastman chemi- The Hague, Netherlands Kingsport, Tennessee, U. S. A. 


cal products in your operation. Telex: 31065 Cable Address: EASTCHEM 








NUCLEAR | 


ENGINEERING 


announces record size 
‘Buyers’ Guide’ issue 
for February 


IN 
NE a ERIN 
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Like the giant industry it serves and describes 

Nuclear Engineering is constantly outstripping the hopes 
of even its most ardent readers and friends. Witness the 
250-page February issue—a record one for size, including 
a 48-page BUYERS’ GUIDE, containing what must 
indeed be essential information for all concerned in nuclear 
development, production control, and industrial research. 
A greatly increased print order will bring more pages to 
more readers in more countries (to be precise 93) — 
Nuclear Engineering demands consideration equally as a 
vital reference journal and an impelling advertising medium. 
CONTENTS INCLUDE: 

@ Purchasers’ analysis listing manufacturers of 
reactors and components under classified headings. 
World survey, giving main authorities overseas 

and recent progress 


Reactor technique survey of present progress and 
possible future development 


A survey of methods and economics of energy storage 


An analysis of the properties of magnesium with 
pull-out data sheet 


World nuclear literature analysis for 1957 


Order the February issue from your newsagent TODAY 
MONTHLY: THREE SHILLINGS AND SIXPENCE 


TEMPLE PRESS LIMITED 


BOWLING GREEN LANE, LONDON, E.C.1 


Sixty six years of specialised publishing 
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AN EXPORT OPPORTUNITY 





average earnings 
£24 a week 


BIG POTENTIAL FOR BRITISH GOODS 


In 1956, capital investment in 
Canada reached $6,617 million. 
An average industrial worker's 
earnings are $64.69 a week; it is 
reckoned that Canadians’ discre- 
tionary spending power is now 
seven times pre-war. And. con- 
sumption may nearly double in 
the next ten years. 

What of British goods? Between 
1949 and 1956, imports from Bri- 
tain rose 30% from about $307 to 
$400 million. But total imports 
rose faster—they increased by 
45%. This means a big potential 
sale for British goods of all kinds. 


Speaking their language 
It’s easy for the British manufac- 
turer to advertise in this great 
market, by using the magazine 
that Canadians like best. 

In Canada, The Reader’s Digest 
has almost twice as many readers 
as any other magazine. It is the 
only publication that covers both 
great language groups, with sepa- 
rate English and French editions. 
And its readers are the people 
who matter most to you as 
customers. Y our advertising in the 
Digest reaches more of Canada’s 
higher-income families than in 


the next two magazines combined. 

All over the free world, through 
its overseas editions, the Digesi 
speaks to your customers in their 
own languages. It has international 
stature—yet keeps the local touch. 
In most countries it reaches the 
most people and the best pros- 
pects, at far lower cost than other 
magazines. 

We can help you plan — 
here in London 
If you consider advertising in 
Canada—or elsewhere overseas— 
we shall be glad to help with facts, 
figures and information. 

Here in London you can book 
space in one or any combination 
of our 29 editions, to cover your 
best markets without waste circu- 
lation. You can avoid the uncer- 
tainties of remote control, and be 
sure of full advertising value for 
what you spend. A further con- 
venience: in most cases you can 
pay in sterling. 

If you'd like an analysis of how 
The Reader’s Digest covers your 
areas of interest, just write or tele- 
phone: The Advertisement Direc- 
tor, Reader’s Digest, 25 Berkeley 
Square, W.1 (MAYfair 8144). 


29 Editions ...13 Languages... 
20 million copies sold every month 


The Reader’s Digest has separate editions covering the following 
markets in their own languages. (Monthly circulation in brackets.) 
U.S.A. (11,500,000). Commonwealth: U.K. (/,/00,000) ; Canada 
(English and French editions—925,000) ; Australia (450,000) ; New 


Zealand (75,000) ; 


South Africa (140,000) ; 


India (in English— 


60,000). Latin America: Brazil (460,000) ; Spanish-speaking coun- 
tries (4 separate editions—1,175,000). Western Europe: France 
(7,050,000) ; Belgium (100,000) ; Switzerland (German and French 


editions—105,000) ; 
Austria (100,000) ; 
(300,000) ; 


Holland (100,000); 
Italy (500,000) ; 
Denmark (235,000) ; 


Germany (700,000); 
Spain (/50,000); Sweden 
Norway (/85,000); Finland 


(135,000). Middle East (in Arabic—50,000). Japan (450,000). 


All over the world people have faith in 


The Reader’s Digest 
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for the worlds 
finest vehicles ... widest range 


AND BIGGEST VALUE 


No transport manufacturing organisation in the world can offer 
anything approaching the extensive range and high quality of the 
road vehicles produced by the famous manufacturing association 
of Leyland, Albion and Scammell. 

Well over 100 different models come from their factories, rising 
from the popular Mechanical Horse and other short-haul trucks 
at the bottom of the scale to the outsize 150-ton multi-wheel giants 
employed in big engineering and constructional projects. They 
also make buses and coaches with seating capacities for 26 to 78 
passengers. 

Leyland and its associated companies combine unrivalled know- 
ledge, experience and resources for the betterment of the transport 
industry. Each and every one of their vehicles is built to operate 
on a top-profit economy basis ... with an after-sales service that 
is a nearby helping hand to customers in more than 60 countries, 
NS AND EVERY VEHICLE IS PRICED AT A FIERCELY 
Leyland ‘ Titans’, shown here operating COMPETITIVE FIGURE THAT PROVIDES THE 


Sw SS = 





in Madrid, are the biggest-selling double- BIGGEST TRANSPORT VALUE IN THE WORLD. 
deckers in the world. 





Jeylan 


AND ASSOCIATED COMPANIES 
ALBION MOTORS LTD. LEYLAND MOTORS LTD. SCAMMELL LORR-ES LTD. 


SCOTSTOUN, GLASGOW LEYLAND, LANCS. WATFORD, HERTS. 
Sales Division: Hanover House, Hanover Square, London, W.I. Telephone: MAYfair 8561 


Working in a Middle East oilfield, this 
Scammell 4 x 4 ‘Mountaineer’ is self-loading 
a skid-mounted piece of heavy equipment. 















ton payload) sells in thousands at 
home and abroad. No other same- 
capacity trucks can show such 
favourable m.p.g. figures. 


The famous Leyland Comet’ (7-8 a 





The new ‘ Aberdonian’ econ- 
omy coach made by Albions. 
The unladen weight ,with this 
39-seater body, is only 5 tons 
5 cwt. I qr. 


The Leyland 6-wheeled 
‘Hippo’ (19 tons gross) enjoys 
a world-wide popularity. 
Here is one with 2,000 gallon 
vacuum tank operating in 
Orange Free State. 
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TSTIssgese See 


Power to light a city... 


...when “‘Acheson’’ slows the neutron 





Out of the atom comes power—power for peace—power for industry— 
power to light our great cities. 

The tremendous speed of fission particles must be greatly reduced so that 
man can harness their energy. To achieve this in the Calder Hall Reactors 
specially pure “‘Acheson”’ graphite is used as a moderator. 

In close collaboration with the United Kingdom Atomic Energy Authority, 
5,000 tons of “‘Acheson”’ Graphite conforming to an exceptionally strict 
specification for purity were supplied from current output for the Calder Hall 
‘A’ Reactor. This project demanded considerable production capacity backed 
by the highest technical skills and experience gained from many years 
producing “‘Acheson” graphite for the British Chemical, Electronic and 
Metallurgical Industries. 

Now at the threshold of a New Age of Atomic Power, British Acheson are 
already ahead with immense expansion programmes to provide “‘Acheson” 
graphite for the new demands of Atomic Energy. In 1958 present capacity at 
Sheffield works will be increased by 200 per cent. 

British Acheson Electrodes Limited is continuing to anticipate the changing 
trends and new demands of British Industry. 


2 
4 


ACTIESON | 


BRITISH ACHESON ELECTRODES LIMITED - WINCOBANK °- SHEFFIELD 





. PHONE: ROTHERHAM 4836 
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The birth of 
New ‘Techniques 






Continually the frontiers of science 
knowledge 

Ac the 
same time the result is that new 


advance, and oue 


becomes more exact. 


techniques are developed, used and 
discarded in favour of those yet newer. In steel structures 
ix is now possible to take advantage of the economies possible 
when rigid designs are made. Welding has made many of 
these designs possible. Cleveland’s important contribution 
has been in helping to make fabrication for such structures 
practicable and cecoriomic. Manipulators and handling 
equipment have been specially designed to reap full benetic 
of the automatic welding in which the Company specialises. 


AN INVITATION Our services are always available im design, in 
detailing, and in the costing and construction of all types of structures. 


CLEVELAND 


CONTRACTORS, BUILDERS OF BRIDGES 
AND CIVIL ENGINEERS 
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_ Descriptive literature on request from : 


Creed & Company Limifed. 
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The first 
£10,000 
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UCCESSFUL men admit that the 
S great problem in becoming rich 
is to amass the first £10,000. The rest 
is relatively easy. We are not going to 
suggest that if you take the Manchester 
Guardian it will prove a first step to- 
wards getting-rich-quick. But it will 
certainly keep you well-informed on 
the Money Market and on affairs 
financial. 

Excellent as are the City Page and 
Industrial Notes in the Manchester 
Guardian, they are only a part of the 
reason for reading it. Men of affairs 
will get from the other columns of the 
Manchester Guardian a remarkably 
accurate and clear picture of the whole 
world-situation. 
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Do not be deceived by a certain 
homespun appearance of the Manchester 
Guardian. In its quiet and unassuming 
way it is becoming increasingly the 
newspaper which commands the atten- 
tion of thoughtful people in all countries. 
It is quoted with respect by many 
Overseas papers. Dwelling somewhat 
apart from the ruthless race for huge 
circulation, the Manchester Guardian 
realises that strength does not lie in 
numbers alone. 
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JUST LIKE THE CONFIDENCE 
YOU INSPIRE THROUGH ATV 


The retailer... have you got him on your side? 


He’s pretty shrewd, generally speaking, your 
average retailer. He knows quite a bit about 
advertising—and he can usually tell a cam- 
paign that’s going to sell from one that only 
sounds good. 

No wonder he perks up when he sees your 
product is on ATV. He spends his working day 
serving customers and it hasn’t escaped his 
notice how they ask for ATV-advertised goods 
—and he knows which they are. 

Yes, the retailer watches the commercials 
pretty closely. When he sees yours, he makes 
an appreciative mental note. When your sales- 
man describes your hard-selling ATV cam- 


paign, he doesn’t get shown the door. Your 
display material by-passes the wastepaper- 
basket and goes in the window. You open 
scores of new accounts. 

An ATV advertising campaign is the surest, 
quickest way to get the retailer on your side. 
And it needn’t be an expensive business either. 
ATV’s rate structure (stabilized for a year, 
despite rising audiences, and closely segmen- 
ted, so that you can pin-point your audience) 
takes care of that. 

For further information and the answer to 
any questions, please telephone CHAncery 
4488 or Birmingham Central 5191. 
























" 


Associated TeleVision Limited 
Programme company for 
the weekend in London and 
weekdays in the Midlands 





LONDON: Television House, Kingsway, W.C.2. CHAncery 4488 MIDLANDS: Herbert House, 71 Cornwall Street, Birmingham 3. Central 5191 
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You might consider chemicals such as Dow _ lubricants, glue, cosmetics and tobacco. And 
Glycols foreign to your everyday life. But for numerous other products, manufactur- 
actually they are almost as close as the air ers choose these glycols because supply is 
you breathe. If you drive a car, for instance, dependable, quality is high and they are 
quite possibly a glycol-base antifreeze keeps available anywhere. Your local Dow repre- 
the cooling system running properly in win- sentative can give you more information, 





ter. Dow Glycols also go into ink, soap, textile or contact the Dow branch office in your area. 
; R. W. Greeff & Co. Ltd., Garrard House, 31/45, Gresham St., London, E.C. 2, England. 


DOW CHEMICAL INTERNATIONAL LIMITED ¢ Zurich, Switzerland * Tokyo, Japan « Midland, Michigan, U.S.A. * Cable: Dowintal 
DOW CHEMICAL INTER-AMERICAN LIMITED © Montevideo, Uruguay * Mexico, D. F. « Midland, Michigan, U.S.A. * Cable: Dowpanam. 


YOU CAN DEPEND ON 
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“Television” by Roy Nockolds 


‘Looking back to tomorrow 





One of the greatest tragedies that can befall man is the destruction of recorded 
knowledge. Throughout the ages men have looked back to seek in the traces of earlier 
civilisation, the foundations on which new knowledge could be built. 

In modern times, all knowledge is recorded, to be studied and adapted for the purpose 
of progress in new, uncharted regions. Television today owes much to pioneers whose 
names are almost household words, and much to unknown scientists without whose 
recorded work in other fields there could be little development. 

The designers of modern television receivers use electronic tubes, valves and com- 
ponents which have gained in performance and efficiency from knowledge and experience 
gleaned in other branches of electronics. That is why Britain’s leading manufacturers 
of television receivers use Mullard products so extensively. Mullard products are used 
in almost every electronic application—from radar to radio, from telemetry to tele- 


vision—providing a great wealth of know-how on which you, as a designer or a user of 
electronic equipment, are free to draw. 


Technical Information Services. 


Mullard Technical Information Services cover almost every field of electronics. 
ul ar If you have an applications problem, write to the address below. 


Progress in Electronics 





> Mullard Ltd., Technical Information Services, Mullard House, Torrington Place, London W.C.1 
Mullard VALVES AND ELECTRONIC TUBES * TRANSISTORS AND SEMICONDUCTOR DEVICES * X-RAY TUBES 
YA MAGNETIC COMPONENTS * 


SPECIALISED ELECTRONIC EQUIPMENT 


FINE WIRE 





MP 531G 





aE Ter a ccaciiaiat iene 


Pe ikaniell 








The 


Economist 
JANUARY 25, 1958 
Politicians’ Ramp ....ccccccccscssscninessecene 283 
Glimpse Of Eurrafrica.........cccccsccsesenen 285 
Germany Shortems Pace ....c.ccccccccs 287 
Old Bailey in the Dock... 288 
NOTES OF THE WEEK ....... 289 


Parliament; Disengagement; Poland; 
Wages ; Government Changes ; Venezuela ; 
Neutralists ; Education; Farming; The 
Mediterranean ; Defence ; Trade Unions ; 
Stowaways; Syria; Pipelines; France; 
Mental Defectives; Bahamas; Police; 
Jerusalem. 


BOOKS 
Unfinished Story in France 


AMERICAN SURVEY 
Beyond the Recession  ......cccccsssesee 307 


Republicans Down to Earth ; Mr Reuther’s 
New Model; Case for the Army; Fair 
Play for Communism; Race Against 
Decay; Railways Without Passengers ? ; 
Cotton Helps Itself ; Shorter Notes. 


THE WORLD OVERSEAS 

Mr Pearson’s Cruel Choice. ................ 315 
Problems of a Dying Parliament; Long 
Haul for the Free Trade Area; Athenian 
Straws in the Wind; Division over Nile 


Waters; The Revolt Against Mr Todd; 
Finns in the Red. 


THE BUSINESS WORLD 


The Bank of England occ 325 
The City Under the Glass __.............. 327 
BUSINESS NOTES... 330 


Bankers’ Speeches ; Banking Trend ; Motor 
Industry; In the Markets; Fuel Con- 
sumption ; Oil Prices ; Foreign Exchange ; 
Interest Rates; Opencast Coal; British 
Trade in 1957; Overseas Sterling Area ; 
Commodity Exports ; Oil Tankers; Ship- 
building; Monorails; Export Credits ; 
Motorways 


Company Affairs on 341 


F. W. Woolworth; Montague Burton; 
Steel Results; Westinghouse Brake and 
Signal. 


Security Prices 


Statistics 344 


Aeeeeeceeeeeseecesseecrenssenrerecseresseseneecessseeesncesseeoees: 








Politicians’ Ramp 


HE City can now throw the accusations about a second bankers’ 
ramp back in the politicians’ teeth. The sober, careful and detailed 
report of Lord Justice Parker and his two colleagues goes as far 
as any document could to fulfil Mr Cameron Cobbold’s hope that full 
inquiry into the allegations of Bank rate leak would “ not only maintain, 
but actually enhance, the reputation of London for financial integrity.” 
All those who participated in, or had any advance knowledge of, any 
of the policy decisions put into effect on September 19th are given a clean 
bill of honour. The result should be regarded by the whole country— 
which depends upon the City’s reputation for more of its standard of 
living than it realises—as the least unsatisfactory result that was possible 
once the false rumours and the inquiry had been set afoot. But as 
the wild goose chase for non-existent evidence from Hong Kong to 
Watford fades into fairy tale history, three serious questions remain. 
They are questions which the tribunal has specifically and properly left 
for judgment by other people ; they are now the proper subjects for 
newspaper discussion. 

The first question, which Labour in particular should ask itself, is 
what on earth has happened to British public life that so many wildly 
damaging innuendoes against the reputations of so many distinguished 
public figures should have been given currency, with such complete 
lack of basis and (while the hunt lasted) with such obvious glee. The 
press and certain gossip-mongers in the stock exchange must bear part 
of the blame, but there was always a barrier against their hurting 
personalities by their excesses: they could be sued for libel or slander. 
The only people who could not be so sued were politicians in Parliament 
assembled, and from their position of privilege they had a special duty 
to damp down any plainly unsubstantiatable rumours. Instead, it will 
be the general opinion that Mr Wilson and his colleagues did all they 
could to dredge them up. 

By the end of the hunt, Labour was actively hoping that some accusa- 
tions—any accusations—of improbity against Conservatives or City 
financiers would be proven true. That is the only conclusion which 
squares with the tone of some of its parliamentary questions and with 
the desperately clutching interest which Mr Wilson took in stories 
from the flimsiest sources: sources ranging from Mr Pumphrey on the 
Woking train, through Sir Leslie Plummer’s avid reading of a gossip 
column, to the report that somebody had “ overheard two representatives 
of Japanese banks in London talking excitedly in Japanese about an 
impending rise in the Bank rate,” and the idea that the trustees of the 
investment committee of the Ancient Order of Foresters’ Friendly Society 
must have had prior knowledge of the rise in Bank rate because of certain 
action they took five days after it. 

Most of these incidents now raise a smile. But the part of the 
tribunal’s story that clearly still deserves something angrier than 
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derision is Labour’s concerted campaign of smear, 
from the security of Parliament, against Mr Oliver 
Poole ; in one respect, even after all the evidence 
was assembled, Mr Wilson made a final effort to carry 
on this campaign in a minor key before the tribunal 
itself. In one of its sharpest phrases, the Parker report 
stigmatises this last throw as being of “no validity.” 

To pick up these points will be regarded by some 
as merely to seize any opportunity to be rude to Labour. 
It is not. They would be of minor moment if they 
did not mirror a disturbing present trend in British 
political life, and one of which the Labour offenders 
themselves would disapprove if they would only pause 
for a moment from their habitually excessive political 
excitement to consider it. It has always been almost a 
duty of party politicians to portray opposing politicians 
as fools; but it is a new feature for them to go to such 
lengths to try hopefully to persuade themselves and 
other people that their opponents are active rogues as 
well. This is not a trend entirely confined to Labour ; 
some leading Conservatives have privately been guilty 
of very much the same thing, particularly in their 
encouragement of innuendoes against colleagues who 
resigned because of Suez or the estimates. But the new 
habits represent just the sort of deterioration in public 
life which a man like Mr Gaitskell should regard it as his 
function to stop. His attitude in the debate on the 
report will be carefully watched ; he will lose a lot of 
respect if he allows his colleagues to go on claiming 
virtue for insisting on the scotching of rumours which 
everybody knows they themselves fed with their malice. 


HE second question which the tribunal has left 
lessen to judgment by other people is whether there 
should be a change in the system of appointments to 
the court of the Bank of England, because a director 
“who has other business interests may find himself 
in a difficult and embarrassing position.” Wisely, the 
tribunal adds: 


Had it been our duty to express an opinion on this 
matter, we should, before doing so, have required 
exhaustive evidence as to the advantages and disadvan- 
tages of continuing a state of affairs which has so long 
existed. The criterion, of course, must be the national 
interest. 

The point of view to be immediately stated here is 
that the national interest would not be well served if 
the Bank of England were turned into an enclave of 
whole time public servants, cut off from personal con- 
tact with the unnationalised activities of the City which 
it is largely its job to control and foster. This argument, 
and the proper degree of independence for the court 
of the Bank, is discussed more fully on page 325. 

Here it is necessary only to make one general com- 
ment. A potential clash between public and private 
interests occurs at almost every point of political or 
economic decision in a democracy ; it affects all MPs 
who also belong to a trade association or trade union, 
all ministers and civil servants who hold any stocks or 
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shares, indeed anybody who may influence any policy 
decision who also belongs (as he must) to any particular 
income group. There is no reason to suppose that 
directors of the Bank of England cannot reconcile 
their variant of this clash as well as anybody 
else. Moreover, the clash at the Bank (unlike 
some other clashes) is not of the sort liable to 
influence adversely actions taken by the authorities 
themselves. It was never really suggested before Lord 
Justice Parker that the private interests of Bank direc- 
tors might affect public policy; that is why the 
wildest allegations before this tribunal were always 
of less serious import to the national interest than 
those before the Lynskey tribunal. The allegations 
—now disproved—were that foreknowledge of public 
policy might have been used to further private interests, 
tc instigate sales which would have brought no loss to 
the nation but only to certain stock-jobbers. But it has 
now been shown, after exhaustive inquiry into a parti- 
cular instance, that such sales were not instigated. If 
there was a case for changing the system of appointment 
of the court before September 19th, when this evidence 
was not available, the case must logically be regarded 
as weaker now. 


HE third and final point, which the tribunal says 
Te a matter for decision by Parliament alone, is 
whether ministers were wise to reveal the proposed 
restrictive financial measures (other than the Bank rate) 
to certain representatives of the press, including their 
own party’s disguised publishing house, called the 
Conservative Research Department. The tribunal 
states merely that it “understands and appreciates ” 
ministers’ reasons for doing so. 

There is a general question at issue here, to be 
considered before this particular case. The general 
question is whether it is more in the national interest 
that the newspaper articles which, for better or worse, 
are likely to do most to influence opinion at home and 
abroad should be written in a hurry on the basis of 
bare public announcements, or at a more leisurely pace 
after briefing by the Chancellor behind the scenes. 
Wisely or unwisely, there has been a trend towards 
the second system in every major democratic country. 
The selected press cannot sensibly claim any “ rights ” 
in the matter. The question is, surely, simply one of 
usefulness, for the minister concerned to decide ; it is 
for him to determine whom he can usefully talk to in any 
particular case either to give or get views or news. As 
with the court of the Bank, “ the criterion, of course, 
must be the national interest.” 

The particular national interest which Mr Thorney- 
croft thought that he was serving on September 18th 
was to try to enlist support for his policies and 
through them, as he believed, for sterling. One sort 
of policy decision of which the press must not be 
given foreknowledge, however, is any decision which 
might affect stock prices. For that reason Mr Thorney- 
croft found that he had to deceive in order to keep 
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his secret ; those who were given this briefing certainly 
left the Treasury less disposed to expect an increase 
in Bank rate the next day than they would have been 
if they had not gone to see him. 

It is arguable that this might have had the reverse 
effect to that which the Chancellor hoped for ; journa- 
lists might have been humanly annoyed when they 
discovered that they had been given (necessarily) such 
a misleading half of the truth. As a cold fact of 
reporting, however, the support Mr Thorneycroft got 
for his policies from the so-called responsible press 
was probably greater than that he got among not dis- 
similar sorts of people who had not had the advantage 
of his briefing-—witness, the adverse reaction to the 
Bank rate by a majority of economists at the universi- 
ties. Looking back, Mr Thorneycroft’s public relations 
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tactics seemed to have been fairly successful for the 
object he had in view. That conclusion is disputable ; 
but the dispute should be recognised to be one about 
tactics, not about any great principle. 

The main lessons, then, that emerge from this whole 
Bank rate story are that it strengthens the- case 
for an end to the exploitation of parliamentary privilege 
and for a reassessment by politicians of how far 
party excitements provide any excuse for abandon- 
ing normal decencies in conduct ; that it weakens the 
case for any change in the method of appointment of 
the court of the Bank ; and that Government public 
relations tactics had better remain a matter for prag- 
matic decision in each particular case. Let nobody 
encourage any further wreckage from this politically 
inspired storm in a teacup. 


Glimpse of Eurafrica 


Algeria’s indigent millions depend for bare subsistence on work 
unlikely to be obtainable outside France. Is this relationship 
to be discarded, or to serve as a basis for a logical settlement? 


HE biggest anomaly in the relationship between 
France and Algeria is stldom discerned from 
Paris. There, the talk‘ is all of day-to-day 
issues: at present, whether the army can justifiably 
claim to have mastered the rebellion ; how much or 
how little torture takes place in the prisons of Algiers ; 
whether new arms have given the rebels new unity ; 
whether the Moroccans, as well as the Tunisians, are 
conniving at the traffic in arms. 

Not until the traveller reaches Marseilles does he 
get the full impact of the paradox. Through that bottle- 
neck, visible before they splay out on their avocations, 
flow two streams of humanity, travelling one in each 
direction. The south-bound stream consists of young 
Frenchmen in uniform, off to fight in order that Algeria 
may remain an integral part of France. The other 
consists of young Algerian Moslems, all looking to 
African leaders who are hot for independence, yet 
coming north to earn (often in the jobs the young 
Frenchmen have vacated) so that their families may 
have enough to eat till next harvest. 

The streams converge and pass in silence: have they 
nothing to say to one another ? Is not this macabre 
cross-traffic evidence of a basis for compromise, if only 
both sets of participants were to accept it as a symbol 
that each is following leaders who ask too much ? 

Throughout the Algerian war, the two have 
crossed, purposeful as ants, with scarcely a glance at 
one another, because each has had planted in his head 
an image that is patriotic, but out of keeping with the 
hard facts of the second half of this century. The 
Frenchman has been told that he is preserving the 





rightful patrimony of fellow-countrymen who have 
made a success of an African shore that was once 
derelict ; the Algerian, that his lot will be happier if 
he throws off the status of a dependant on Europe 
and cleaves to a nation of his own kind and continent. 
Yet each, if stopped and challenged to think, ought to 
acknowledge that his nation’s first goal is a square deal 
for all its members—otherwise put, that both favour 
levelling out the inequalities that at present bedevil 
the Franco-Algerian scene. Carry this thought a stage 
further, and each would have to admit that these 
inequalities cannot be levelled out to his satisfaction 
either by France’s all-out policy of the absorption of 
Algeria into the French body-politic, or by Algeria’s 
independence policy that exposes it to the risk of losing 
privileges in France. Both ambitions are excessive. 


7. main fact that makes them excessive is soon 
grasped if, instead of surveying Algeria’s popula- 
tion in its two classic groups—its million European 
colons and its eight million African Moslems—it is 
looked at in a less conventional but more practical light. 
The true picture is of two social groups. The smaller 
of these, consisting of the million Europeans and 
perhaps two million of the Moslems, leads a European- 
type life based on the chance of a job, some training, 
regular meals and a prospect of betterment. The other 
and larger group, six million strong and wholly Moslem, 
enjoys none of these assets. Indeed, the number of 
calories it eats per head is falling because of the rate 
at which it is multiplying. Civilisation has impinged 
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on it just enough to root out the historic causes of early 
death (feud, pestilence and famine) but not enough to 
stop it from breeding against these old eventualities ; 
its numbers are therefore increasing at the rate of just 
over 2 per cent per annum—that is, it adds another 
quarter of a million mouths to its strength every two 
years but, as at present organised, adds nothing to its 
productivity. One of its methods of keeping total 
penury at bay is to utilise the right of citizenship to send 
breadwinners to France. There were, on the last count 
in June, about 200,000 Algerians working there ; some- 
times there are 400,000 ; these workers (by going short 
themselves, which makes them less lusty employees 
than, say, Poles or Italians) use their earnings to keep 
alive upwards of 2 million otherwise indigent relations. 
How else are these Algerians to stay alive ? 

Viewed in the context of this problem of mounting 
indigence, France’s desire for total integration of 
Algeria is an overbid ; either the policy must lead to 
2 perpetuation of inequality, and a need to hold down 
by force an unhappy social and biological situation for 
which Paris will have accepted responsibility, or else 
it must entail an effort to right the unbalance—an effort 
which, to be successful, would demand an outlay so 
very much larger than anything hitherto attempted that 
it would be bound by its very size to drag down the 
standard of life in metropolitan France. 

But equally, Algeria’s ambitions are excessive to a 
degree that has so far commanded little attention. The 
nature of the excess has lately been most sympatheti- 
cally reviewed in a short and cheap book by a French 
ethnologist—a book that merits more notice than it has 
had because of the thought it provokes on the likely 
course of social development in Africa.* For Algeria’s 
problems are not unique ; they are common to a number 
of underdeveloped, underprivileged areas (not all of 
them dependencies or ex-colonies); they are one of 
the results of a civilisation that makes its inroads on the 
traditional patterns of Africa and Asia spasmodically 
instead of uniformly and smoothly. What is unique 
about Algeria’s lot is the chance hitherto open to it 
to earn overseas, as of right, in the way that the Irish 
or the Italians were able to earn in New York half a 
century ago. This process at the least keeps men 
alive and, at best, improves their lot by affording them 
free access to a “developed” and privileged working 
community—in Algeria’s case, the world of French 
industry. 

_ Tell an Algerian nationalist that he is at an advantage 
over the Tunisian or the Egyptian and he will laugh in 
your face. To him, they are free, whereas he is in 
chains. He will cut some caper learnt in Cairo that 
distracts his attention, and is meant to distract yours, 
from empty bellies and other current facts of life. But 
he will be wrong. He is wrong because most of the 
two million Algerian Moslems who have worked their 
way into the privileged group maintain themselves there 
only thanks to French enterprises ; and because, of the 





‘* L’Algérie en 1957. Germaine Tillion. Les Editions de 
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six million indigents in the underprivileged group, 
perhaps two million eat fairly regularly thanks to 
emigrant remittances from France, while the other four 
million can rely on a French dole of free food or free 
seed corn when an emergency is critical. 

Were their leaders’ quarrel with France to grow so 
acute as to rob the Algerians of these assets, the narrow 
margin between the majority and ruin would dwindle 
and might disappear. No one else, stepping in to arrest 
catastrophe, would be likely to offer openings of the 
same dimensions as does France, or to provide them so 
continuously. American net grants of non-military aid 
to the whole of the Middle East, South Asia and Africa 
in the fiscal year 1956-57 amounted to almost exactly 
the same sum (approximately £89 million) as French 
central government allocations in 1957 for development 
and budgetary purposes to Algeria alone. 

One of the targets dear to most Algerian nationalists 
is a closer link with Tunisia and Morocco, but if that 
link were to entail a wider distribution of the privileges 
at present exclusively available to Algerians in France, 
Algeria would lose by the bargain. Already, these rivals 
are appearing on the French labour market under 
reciprocal arrangements now being reached with the 
Tunisian and Moroccan governments. If the Moroccan 
worker proves stouter, or the Tunisian more astute, 
than his Algerian counterpart, the chances of a liveli- 
hood for the latter’s family will drop faster than ever. 


S there a way out of the wood ? By the standards 
I of the French ethnologist already quoted, there is 
none if sentiment for the colons causes further French 
governments to pursue an outdated dream of preserving 
European privilege ; and there is also none if the 
Algerian nationalist temper is driven to such a pitch 
that the leaders forget the considerable outlay required 
to keep the bulk of their population alive at all. But 
there are middle courses between the extremes— 
courses that might yet be manageable if France would 
accept the Algerian wish for an African nationality, and 
if Algeria would admit the need for a link with France 
that preserves for it access to the French labour market 
until such time as it has converted its present six million 
paupers into productive nersons—a feat it can achieve 
only by establishing a climate tempting to the French 
and foreign investor, without whom it cannot found 
a nation. 

Dilemmas mutually confront not only the French 
cabinet but the nine-man Algerian National Committee. 
Need both go on striking their present conventional 
attitudes until it is too late to negotiate a Eurafrican 
bargain? The cost to Africans would be psycho- 
logical concessions ; to France, financial outlay that, 
while great, would be no greater than the present 
£2 million a day that is the cost of the war. Is the 
price too high for the only course that stands a chance 
of seeing them both through the morass in which each 
is floundering for lack of a hand outstretched by the 
other ? : 
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Germany Shortens Pace 


Since 1948 the West German recovery has been 
one of the main elements in Europe’s economic 
growth. The first question to be asked is 
whether it is slowing down. 


the main thrust in the expansion of industrial 

Europe. West Germany’s industrial production 
and national income, fed by the influx of eleven million 
refugees, have more than doubled ; its export industries 
have returned to a leading place in world markets. The 
boom has sucked in a remarkable increase in imports. 
The Federal Republic has become the best customer of 
France, Italy and Holland ; for some years it has been 
easily the fastest-growing market for Britain. Will this 
great expansive drive continue or is the “economic 
miracle ” a thing of the past ? 

The past year saw certain warning signs, signs, at 
least, that the German economy may not go on growing 
at the great pace of recent years. The real national pro- 
duct grew by some 5-53 per cent, it is thought, com- 
pared with 6 per cent in 1956 and 8 per cent the 
year before. In the autumn the signs of slackening 
were particularly marked ; industrial output during the 
year was only 5.1 per cent greater than a year before 
and there was a néw patchiness in industrial growth 
not seen since 1952. In the period January-October, 
output of many engineering products—machine tools, 
office equipment, electric generators—was actually 
lower than the year before. Profit margins seem to be 
narrowing ; several well-known firms, like the big 
Henschel locomotive and vehicle concern at Kassel, 
have been in financial difficulties. Business men, who 
have tended to work on slender liquid resources ever 
since the currency reform of 1948 wiped out all their 
assets, are looking more anxiously at their balance 
sheets. The signs of a slackening pace are real. They 
inspired the Bundesbank to drop its discount rate by 
4 per cent on January 16th. 

Some elements in the more gradual German growth 
are of a long term nature. Slowly, ever so slowly, full 
employment is creeping in, despite the continuing influx 
of refugees. Though unemployment in December was 
actually larger than a year before, shorter working hours 
tightened the labour market during most of the 
year. Industrialists now have to think twice about 
where skilled labour is to come from. Since the spring, 
too, less building has been done than in 1956; 
industries supplying constructional materials and 
building machinery are feeling the pinch. Though west 
Germany still needs two million new homes, the back- 
bone of the re-housing problem has been broken. 
Housing subsidies may fall, so that the fabulous figure 
of half a million homes built each year since 1951 may 


I N the past decade the German economy has provided 





not be repeated after this year. In industry—even in 
steel and ship-building, where recovery started late— 
“reconstruction” is long since over. And the great 
geographic shifts of industry that resulted from the 
division of Germany—the creation of a new spinning 
industry to replace the mills of Saxony, and the new 
western plants making electrical equipment—are largely 
complete. 

Temporary factors also brought a new note of caution 
to industrial investment last year. Though investment 
continued to grow, it may have taken a slightly smaller 
slice of national income than the 23 per cent achieved in 
1956. Some industrial investors held up their new 
spending until the elections were over ; and since the 
elections new worries have appeared. There is no dis- 
position to cut major investment schemes ; in steel and 
in chemicals big new plans are going ahead ; but some 
business men are holding back the timetable of larger 
projects, waiting and watching the economic portents 
in the United States. 


C= industry, like British, is feeling the 
slackening of export demand both in Europe and 
overseas. Its highly competitive costs mean that where 
sales can be won on price, German exporters are not 
the first to lose ground. But import restrictions have 
already shut the door of the French market—Germany’s 
best customer—with a clang, and restrictions in India 
and other countries are making themselves felt. _ If 
world trade should slump, a country that earns a 
fifth of its national income through exports would be 
hard hit. Then many smaller firms would suffer badly 
from their lack of liquid capital. 

Yet, though mild signs of hesitation can be detected, 
new expansive forces promise further growth. The 
chief of these is growing public spending. The small 
size of Germany’s defence bill has long drawn fire from 
its allies ; even if occupation and support costs are added 
to the new spending on the Bundeswehr, the slice that 
defence has taken from the national income has actually 
fallen since 1950. In the years 1958 to 1961, spending 
on the Bundeswehr should soar. Costly new weapons 
mean that “rearmament” may cost some 55 billion 
marks by 1961, instead of the 45 billion originally 
estimated. If the target of 340,000 well-armed 
men for 1961 is to be achieved, well over 30 
billion marks (more than {2.5 billion) may have to 
be spent in the two budget years 1959-1960 and 
1960-1961. Indemnities to Jews and other victims 
of Nazi persecution are also expected to jump 
up, as well as social spending—for example, the 
generous pensions, tied to the cost of living, which were 
granted in the election year. Cuts in housing sub- 
sidies and elsewhere may ease the budgetary problem. 
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But there is no doubt that under Herr Etzel, the new 
finance minister, the economy will get a greater 
stimulus from the budget than it did under Herr 
Schiffer, who garnered large surpluses in relative dis- 
regard of industry’s pleas for relief. 

As more men are called to arms, the industrial labour 
market will feel the pinch. But the influx of refugees 
from the Soviet zone may continue to counter this ; 
and the great reserve of labour that still exists on tiny 
inefficient farms will still stream towards the towns, 
lured by higher wages. Labour shortage ought not to 
brake expansion too sharply. The investment industries 
seem likely to take defence production in their stride ; 
what they cannot fit into their plans with ease will be 
bought abroad. And shortage of exchange reserves is 
not likely to check German expansion in the next few 
years. The two chief limits to growth will be demand 
abroad and, at home, the extent to which the govern- 
ment will seek expansion even at the risk of some price 
increases. Both are important limitations. 


ODAY, as export orders falter, business men are 
ir. wondering how much growing domestic demand 
may compensate for loss of sales abroad. In the last few 
years consumption of industrial goods has steadily risen. 
Wages, it is true, are still rising only roughly in step 
with productivity, despite the gradual tightening of the 


Old Bailey 


A correspondent propounds the 
startling theory that since 1834 
most trials at the Old Bailey may 


have been illegal. 


Bailey on a charge of robbery with violence, when 

suddenly the judge came out with an unusual and 
curious declaration. “I am sitting illegally,” he said. 
And immediately he adjourned the trial till the next 
day. What had gone wrong ? Nothing untoward had 
apparently happened in the court itself; nothing 
improper had been said ; nothing that it was necessary 
to say had been left unsaid. The cause of the illegality 
was simply this. Apart from the judge himself, no 
alderman of the City of London could be found any- 
where in the building of the Old Bailey; and the 
absence of the alderman was enough in itself to turn 
the proceedings into a mockery of the law. 

For some reason that particular hearing on that par- 
ticular afternoon had gone on longer than hearings at 
the Old Bailey usually go on. Instead of rising at four 
o’clock the judge had sat on till 4.40 ; and the alderman 
in attendance, thinking the day’s business was over, had 


T February, 1953, a man was being tried at the Old 









THE ECONOMIST JANUARY 25, 1958 


labour market, and consumption still takes barely 60 
per cent of the national cake. It could well take more. 
Still, in the order books of the investment industries, 
the plans of German consumer industries—including 
cars—now form one of the stable elements. German 
workers are beginning to buy refrigerators, television 
sets, even cars. They are moving into the revolution in 
living which their British and American counterparts 
are already experiencing. 

The German economy is unlikely to repeat in the 
next decade the spectacular growth achieved in the last. 
But it should still remain a great expansive force at the 
heart of Europe, achieving increases in national product 
of the order of 3 to § per cent a year. In a country 
whose ‘capital assets—houses and furniture, fields and 
roads, as well as factories—suffered crippling losses in 
the war, a great deal of rewarding investment remains 
to be done, especially in fuel and transport. In 
industry, after the uninhibited expansion of recent 
years, there is still plenty of scope for higher 
productivity through rationalisation and through more 
selective investment. Indeed, something of a pause, 
@ narrowing of profit margins, a canalising of invest- 
ment into the most profitable channels, may be valuable. 
Germany’s main immediate economic problem 
remains not the danger of recession, but the payments 
surplus, and the inadequacy of the capital market. 
These will be discussed in a later article. 


in the Dock 


gone off to perform his aldermanic duties 
elsewhere. And apparently his departure 
from the building had invalidated every- 
thing that happened in court from the 
moment when his feet touched the pave- 
ment in the street outside. While he was 
in the building he had taken no part in the trial ; he 
would in no event have had anything to say ; he would 
not have contributed to the summing-up or been con- 
sulted by the judge in the determination of the sentence. 
He would just have stayed in own room, immersed in 
whatever business might be engaging his attention at 
the time. But directly he left the building the river of 
justice ceased to flow. Thenceforth the trial was extra 
legem. | 
This strange and supernatural power of sitting in one 
room and simultaneously administering justice in 
another is presumed to be given to aldermen of the City 
of London by the Central Criminal Court Act of 1834 
—the act which fixes proceedings at the Old Bailey. 
Vhen a High Court judge visits the City, he takes his 
place on the bench not as a puisne judge but as a com- 
missioner of oyer and terminer and as a temporary 
alderman of the City of London. He discharges his 
judicial duties exactly as he discharges them in the 
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Strand. He is addressed by the same counsel. He is 
bound by the same laws of evidence. He offers the same 
summing-up to the jury. But he is there as a commis- 
sioner and an alderman, and his High Court judgeship is 
temporarily inactive. 

Theoretically the judge is not sitting alone for, by 
the Act of 1834, he must be accompanied in the trial 
by at least one brother alderman. And this is where 
the regular alderman, who caused such confusion by 
going home too soon, came into the picture. There is 
always in attendance at the Old Bailey a real flesh and 
blood, whole-time alderman, who walks into the court 
with the professional judge and for a short time sits near 
him on the bench. Beautifully dressed and decorative 
in silk breeches and frills, this City father stops in court 
for a bit, looking (usually) detached and a little bored ; 
and after a decent period he glides unostentatiously 
away to his private room outside the court. There he 
stays till he is wanted in court again. So long as he is 
in the building, everything is taken to be correct ; but 
let him step out of the building for five minutes and 
immediately the engine of the law seizes up. 


HAT was what happened by mistake in the trial of 

February, 1953; and four years afterwards (in 
October, 1957), after the prisoner had almost or com- 
pletely served his sentence, the case was referred to the 
Court of Criminal Appeal by the Home Secretary under 
a section of the Criminal Appeal Act of 1907. The 
appeal judges dismissed the appeal on the ground (inter 
alia) that no substantial miscarriage of justice had 
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occurred ; but they did not decide that the alderman’s 
absence from the building was immaterial. They 
seemed carefully to avoid that point, and it is pretty 
clear that they thought the judge at the Old Bailey was 
right, four years before, when he exclaimed : “I am 
sitting illegally.” 

It would not be suggested that in the 1953 trial 
justice was not done. But doing justice and acting with- 
in the law are two different things ; and an earnest- 
minded citizen, as he compares the daily routine of the 
Central Court with the wording of the act under which 
it functions, may well feel concerned at the apparent 
conflict between the two. He may indeed suspect that 
every trial at the Old Bailey sessions is illegally con- 
ducted. This is what the act says : 

It shall be lawful for the justices of the Central Criminal 
Court or any two or more of them to inquire of, hear, 
determine and adjudge all such treasons, murders, 
felonies. ... 

That sentence surely is clear enough and its meaning 
unmistakable. The act does not say that a case may be 
heard and adjudged by one man sitting in court, so long 
aS another man, unseen and unheard, lurks in the back- 
ground. The inquiring of, the hearing, the determining, 
must all be done by at least two justices. And can any- 
one, stretch the English language as he may, argue that 
an alderman in the seclusion of a private room is simul- 
taneously inquiring of, hearing and determining actions 
in three separate courts in other parts of the building ? 
Or is it true that for a century and a quarter men and 
women have been sent to prison and to the gallows after 
an illegal trial ? 
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PARLIAMENT 


Smooth Beginnings 


IRCUMSTANCES conspired on Tuesday to give the 
C Government a happier return to Westminster than it 
had much right to expect. To some extent, of course, 
Ministers themselves contrived the circumstances ; it was 
they who arranged the debate on the resignations for 
Thursday, thus ensuring a peaceful debate on Tuesday about 
the Cayman Islands and Turks and Caicos Islands Bill, and 
it was they who timed the publication of the Bank rate 
report for Tuesday afternoon. This report is regarded by 
delighted Tories as very much one in the eye for Mr Wilson. 
The Government was helped on Tuesday by a great display 
of tact by Mr Thorneycroft himself. The ex-Chancellor 
bustled into the House in the middle of a crowd of 
members the moment business began. It is quite clear 
that he did this to avoid any demonstration which might 
have greeted a later and solitary arrival; even the iron 
Chancellor would not otherwise thus have condemned him- 





self to sitting through a score of extremely parochial Scottish 
questions. 

These are, of course, early days to say that the Govern- 
ment has weathered the Thorneycroft crisis. Although the 
ex-Chancellor behaved very handsomely to his colleagues on 
Tuesday, he looked in ominously good fettle as he settled 
into the traditional seat of resigned ministers, on the corner 
of the third bench below the gangway. Nothing that 
happened on Tuesday could be more than a preliminary 
skirmish for the main debate on the resignations, which is 
taking place as this issue of The Economist goes to press. 
But the most important of Tuesday’s skirmishes also went 
well for the Government. This was Mr Amory’s first private 
meeting as Chancellor with the Tory backbenchers. 
By all accounts, he created a good impression, and for an 
intriguing reason. He was taken to confirm that the Govern- 
ment’s long term thinking about the social services is on 
the lines of shifting more of the cost away from general 
taxation and on to the insurance stamp, and on to the con- 
sumer in the form of more health service charges. This 
is now finding favour even in “ progressive ” Tory circles. 


























Cuts to Come? 


HAT was not very clear, however, was which of two 
XY different operational plans Mr Amory was talking 
about. It now seems to be generally accepted that the 
Government has decided, after all, that it wants to introduce 
its long-term superannuation reforms for the elderly during 
this Parliament. The belief is that this will include 
graduated national insurance contributions expressed as a 
proportion of earnings; and that the scheme will then 
aim to secure—as Labour’s projected superannuation plan 
pretended to aim to secure—a substantial increase in the 
insurance fund’s surplus during the early years. Conceivably, 
reform of health service finance might be attempted at the 
same time—including perhaps a separate weekly stamp for 
health insurance, marked with some appropriate medical 
symbol. 

The long-term changes in superannuation, however, 
could not be expected until the parliamentary session 
starting next October. Meanwhile Mr Amory has his 
estimates to present next month, and it has been widely 
advertised that these will be less than {£50 million above 
this year’s expected spending. But, making allowance for 
the rise in prices since the beginning of this financial year, 
for items of expenditure that rose in the course of this 
financial year and will have to be borne for a full twelve 
months in 1958-59, for increases in the number of school- 
children, for reportedly impending increases in service pay, 
agricultural support, etc., it is quite clear that the 
economies which Mr Thorneycroft had secured before he 
resigned must involve quite a considerable trimming of 
services. Not all of this trimming can be in defence or 
administration ; some is bound to be in social fields that 
will cause a political row. Is it possible, in view of 
Mr Amory’s remarks, that an increase in health service 
charges was among the Thorneycroft proposals which the 
Cabinet accepted, not among those it rejected ? And that 
it is struggling with the non-Cabinet members concerned 
about the details of them now ? 


DISENGAGEMENT 


One Zone Too Many 


NLIKE lightning, Mr Bulganin strikes twice in the 
U same place: the tender spot in western public 
opinion that is responsive to appeals for disengagement. 
The proposal put forward by the Russians on Tuesday for 
a Middle Eastern “zone of peace,” from which nuclear 
weapons and missile sites would be banned, follows closely 
upon their approval of the Polish suggestion of a “ de- 
nuclearised” area in central Europe. The difference 
between the two is that a Middle Eastern zone would involve 
more serious military risks for the West, without the pro- 
spect of counterbalancing political advantages that would 
make these risks worth bearing. 

One of the chief aims of the Soviet proposal is clearly 
to exclude Turkey from the list of countries in which Nato 
can deploy the six or ten intermediate-range missile squad- 
rons which, in General Norstad’s opinion, are necessary 
to keep the western deterrent effective. In itself, Turkey 
is not an essential link in the chain of missile bases ; but it 
becomes increasingly desirable to have access to it as other 
sites within range of Russia are struck off the list. There 
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are good arguments for keeping these weapons out 
of Germany to keep the possibility of a settlement of the 
German question open for the future. But the necessary 
number of sites must be put somewhere. It might even be 
worth while for the West to leave out Turkey and try to 
squeeze the sites into the remaining available countries— 
Holland, Italy, perhaps Cyprus—if the Russian plan offered 
some corresponding benefit. Does it ? 

Unlike the Polish proposal for Europe, it applies only 
to the western side of the fence, since it says nothing about 
any bases along the Russian side of the Middle Eastern 
border. However, this is not the main objection. The 
main thing the West would want in return for its own 
nuclear self-denial in the area would be a Russian under- 
taking not to put any more guns into Arab hands. To fix 
a limit to the size of Middle Eastern armouries would be 
a gain that might well justify the sacrifice of some potential 
western missile sites. But it is very unlikely that the 
Russians would agree to an arms embargo that did not 
include Turkey, and that did not also secure the removal 
of the existing American bases in the area. If their price 
for withholding their armaments from the Arab countries 
is not merely the West’s abstention from new (nuclear) bases 
but also the demolition of its existing defence, then the price 
is too high. If European tensions were one day eased, the 
military importance of the Middle Eastern flank would 
diminish and a different situation might arise. But it is 
difficult to see how a genuine “ zone of peace ” can be estab- 
lished in the Middle East without first coming to a settlement 
about Europe. 


POLAND 


Mr Khrushchev Goes a-Hunting 


R KHRUSHCHEV is not normally shy of publicity. His 
M foreign tours are usually arranged in a way likely to 
hit the headlines. But his trip to Poland last week and his 
meeting with Mr Gomulka in a hunting lodge were sur- 
rounded with utmost secrecy. The bare fact was only 
revealed after the event by a brief and cryptic com- 
muniqué. One reason for the caution and lack of pomp 
may be connected with the awkward precedent of Mr 
Khrushchev’s visit to Poland in October, 1956, in the com- 
pany of other Soviet leaders, when he made an abortive 
attempt to prevent Mr Gomulka’s return to power. That 
piece of unsuccessful blackmail has left a bitter taste. Rela- 
tions between the two countries have improved since then. 
Mr Khrushchev has reconciled himself to the existence 
of the Gomulka regime, while the Poles have made it plain 
that they will not seek to break away from the Soviet block. 
Yet it may have been thought that the mood in Warsaw was 
not yet ready to welcome Mr Khrushchev with any warmth. 

The communiqué naturally proclaims that the conversa- 
tions were friendly. It says nothing about their subject. The 
Poles have probably raised the question of their economic 
difficulties. The awkward position of the Polish balance of 
payments has been made worse by the fall in the inter- 
national prices of Poland’s exports, particularly its exports of 
coal. A Polish trade mission is now in Moscow discussing 
the terms for this year’s exchanges and it would have been 
natural for.Mr Gomulka to ask for special treatment to meet 
the emergency. Alternatively, the Poles may have tried to 
make it clear that their attempts to get American aid are 
prompted by economic and not political considerations. 
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But this would not have been enough to send Mr Khrush- 
chev beyond the Soviet frontiers for hunting that he could 
find in Russia. His Polish trip was determined by more 
urgent business. It is reported that Mr Gomulka was accom- 
panied by General Spychalski, the Polish minister of 
defence. The questions raised by any proposal for a great- 
power agreement involving Soviet troop withdrawals in 
eastern Europe may well have been discussed. The Russians, 
whatever their aims, cannot want to get to the summit in 
blissful ignorance of the risks as well as the gains of a poten- 
tial bargain. Finally, the two sides must have pondered over 
the strategic and political implications of what is called the 
Rapacki plan, the Polish proposal for a nuclear-free zone 
in central Europe. It may be worth watching whether Mr 
Khrushchev’s mysterious trip will be followed by any varia- 
tions on this theme. 


WAGES 


The Economy’s Arbitrator 


ITH great practical wisdom, the London busmen duly 

decided last weekend to submit their pay claim to the 
most flexible possible form of voluntary arbitration. They 
have asked the Ministry of Labour to appoint a chairman 
to a three man committee of investigation ; the other two 
members would be recommended respectively by the union 
and London Transport. In view of the common belief that 
London Transport may be more willing to be jostled into 
making some wage increase than other nationalised em- 
ployers, the chairman appointed by the minister to this 
investigational committee will have a great responsibility ; 
it is on him that the battle for or against wage inflation this 
winter may very largely depend. By Thursday afternoon an 
appointment had still not been announced. 

Meanwhile, amid resolute assurances by the other 
nationalised industries that they will stand firm, and to the 
sound of lip-smacking among the unions, other wage claims 
are hastily queuing up behind the busmen’s. The most 
interesting new claim in the past week has been the miners’. 
In the same week as the Coal Board rejected their claim for 
a national sick pay scheme and a 40 hour week, they have 
asked for a 10 shillings a week wage increase ; this would 
exactly offset the rise in the cost of living and national 
insurance contributions since their last award ten months 
ago. The main reason why the miners have not asked, as 
in former years, for more than this is that they want this 
“cost of living only” claim to go to arbitration as a test 
case. This would provide the unions in general with a 
third possible line of attack on the wage restraint policy if 
anything did happen to delay a settlement of the bus and 
railway claims, or a final clash over them. 


GOVERNMENT CHANGES 


Junior Come Lately 


F the three new Government appointments which 
QO complete the post-Thorneycroft reshuffle, the most 
unqualified welcome will be given to the promotion of 
Mr Robert Allan. As a very able Parliamentary Private 
Secretary to two successive Prime Ministers (under Sir 
Anthony Eden he restored this unofficial post to something 
of its former position of importance), Mr Allan might have 
expected something more senior than Parliamentary Secre- 
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tary of the Admiralty. But with his chief (the Earl of 
Selkirk) sitting in the Lords, he will at least share with a 
not very commanding Civil Lord all the Admiralty work in 
the Commons. Mr David Renton’s knight’s move to Under 
Secretary at the Home Office presumably reflects Mr 
Butler’s need for a lawyer in that post, and the Whips’ 
need to maintain the National Liberal quota in the Govern- 
ment. Mr Simon, now in Mr Enoch Powell’s shoes at 
the Treasury, had been making a considerable name for 
himself as Mr Butler’s junior. Mr Renton will fill the legal 
gap left by Mr Simon’s departure ; it remains to be seen 
whether he will also fill the gap in imaginative enthusiasm. 
The third new appointment is one of the most intriguing 
there have been for some time. Sir Ian Horobin becomes 
Parliamentary Secretary to the Ministry of Power at an 
unusually advanced age for a first tilt at junior office—57— 
and after a backbench career of often caustic and always 
right-wing criticism of the Government’s presumed weak- 
ness both at home and abroad. But the unworthy gibe from 
the left (based on a physical resemblance) that Sir Ian is 
really the late Heinrich Himmler, turned Tory MP and in 
thin disguise, is belied by his record of remarkable courage 
as a war prisoner of the Japanese and long service in 
social welfare. When backbench critics are promoted there 
is always a suspicion that the Government is buying off 
trouble : that, in this case, the fuel rebels, usually headed 
by Mr Nabarro, are now to be outfaced by a tartar of an 
ex-Nabarroite, but speaking from a Government brief. Sir 
Ian, however, has never seemed likely to stay a member of a 
Government which fails to live up to his high uncompromis- 
ing standards. His further progress will be watched by his 
old comrades on the back benches with some fascination. 


VENEZUELA 


Filling a Dictator’s Shoes 


N Thursday the clouds of censorship that had obscured 
QO events in Caracas lifted to permit the release of reports 
that the dictatorship of President Pérez Jiménez had been 
overthrown. Some of the clouds of confusion, however, 
remained. It is clear that the president’s struggle to recap- 
ture the loyalty of the armed forces—that of the majority 
of Venezuelan civilians was hopelessly lost—failed sooner 
than most observers had expected. 

Since the abortive rising, spearheaded by air force officers, 
at the New Year, he had dropped such unpopular members 
of his cabinet as Senor Vallenilla Lanz, the minister of the 
interior, and had sought to placate the restive soldiers by 
strengthening their political position; he had then sur- 
mounted, with momentary success, a challenge from his new 
defence minister, General Fernandez ; and as recently as last 
weekend he seemed, on the face of things, to be recovering 
his grip on the military machine which has been the only 
real source of power in Venezuela for the past ten years. 
Now, if the reports that a five-man military junta has 
established itself are correct, his fellow officers have 
evidently decided that the president must be thrown over- 
board to appease a people that has become progressively 
more restive since he established his one-man rule in 1952. 

But have they decided anything else ? In other words, 
is Venezuela reverting to 1952—when a provisional junta, 
with a puppet civilian at its head but an essentially military 
character, held power but lacked any long term political 
objective—or to 1948, when a freely elected government of 
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the moderate left was in office ? It will be surprising if the 
military men now manage to join hands with the Accién 
Democratica leaders of 1945-1948, such as the exiled 
Romulo Betancourt ; but they might manage to reach an 
understanding with more conservative politicians, like Sr 
Caldera, the leader of the Copei party, who is also now in 
exile. The prospects of a transition to civilian, or partially 
civilian, government, and the character that such a regime 
would take on, may very soon be indicated ; the key indica- 
tor being which, if any, of the exiles now return to Caracas 
—as, in similar circumstances, political exiles have lately 
returned to Buenos Aires and Bogota. 


NEUTRALISTS 


Summits are so Bracing 


O invalid ever skipped through a convalescent trip so 
N zestfully as Dr Sukarno, the supposedly ailing Indo- 
nesian President. The tour of rest and recuperation on which 
his advisers despatched him earlier this month has sent him 
hopping nimbly from one congenial haunt of neutralism to 
another ; so far India, Egypt, Jugoslavia and Syria have 
been ticked off his list. One of his chief aims has been to 
enlist support for the Indonesian claim to West New 
Guinea. The Jugoslavs and the Arabs appear to have been 
happy to give him moral encouragement in what they look 
on as a straightforward issue of anti-colonialism ; but Mr 
Nehru, while declaring in general that colonialism was out- 
moded, added pointedly that he hoped the West New Guinea 
problem “ would be resolved in a peaceful way.” 

Like that other distinguished traveller, Mr Macmillan, 
Dr Sukarno must now be wondering what new troubles 
await him on his homecoming. The latest development in 
Indonesia is the defection to the Sumatra rebels of the 
governor of the central bank, Dr Sjafruddin, who is also a 
leading member of the Moslem Masjumi party. Indonesia’s 
two most expert economists have now gone over to the rebels 
(the other is Dr Sumitro, the former minister of finance) 
and the dissident colonels may now be in a position to set up 
an independent financial system of their own in the terri- 
tory they hold. 

No doubt Dr Sukarno found a refreshing change of sub- 
ject in Marshal Tito’s suggestion of a “ neutral summit ” 
conference to be attended only by the uncommitted coun- 
tries. This particular summit, more than most, seems to 
hang in the clouds without visible means of support. It is 
not clear who would be invited to it. It would not be a 
purely Afro-Asian affair, since Marshal Tito would be the 
convener ; nor, apparently, would it include the other Euro- 
pean neutrals like Sweden and Austria because, although 
“ unaligned ”-in terms of military pacts, they are supposed 
tu be too warmly sympathetic to the West to be properly 
“uncommitted.” But every country on Marshal Tito’s list 
has links of some kind, economic or political, with one side 
o1 the other, and a search for quintessential uncommitted- 
ness is liable to end up with the formula that all are neutrals 
but some are more neutral than others. Nor is there any 
obvious purpose for the conference, save that of urging on 
the two blocks to a summit of their own ; and that can be 
done just as well by the individual nations concerned. It 
must.be suspected that the chief motive for the suggestion 
is the feeling of Olympian exhilaration that comes to those 
who sit on high and reprove the mere mortals tussling in the 
dust below. 
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EDUCATION 


To Get a More Flexible Block 


NE of Parliament’s main tasks between now and the 
presentation of the budget is going to be the detailed 
consideration at committee stage of the Local Government 
Bill, including the controversial block grant for education. 
As was argued in these columns on November 23rd, the 
case against the block grant would be much less strong if 
some incentive factors could be introduced into it. At the 
moment the only weighting factors mentioned in the relevant 
first schedule of the bill (factors to which the ministry will 
give different weightings for each block grant period) are 
factors wholly outside each local authority’s control, such as 
the number of children under 15 in its area. If this schedule 
were amended, it should not be beyond the bounds of 
administrative ingenuity to weight a block grant formula— 
so that, for example, grants might increase as authorities get 
their classes down to a certain national average size, or as 
they make other educationally desirable improvements. 
The aim should not be, as under the present percentage 
grant, to give more Exchequer money to those authorities 
which already have above-average facilities ; instead, more 
money should go to those below-average authorities who 
are making positive efforts to get better. 

Some Conservative backbenchers have grasped this point, 
and are likely to press amendments upon the Government at 
the committee stage. How best can they do so? It would 
probably be a mistake to try to write into the schedule a 
demand that every conceivable educational reform should 
be considered as a potential weighting factor. Nobody can 
be quite sure as this stage which educational reforms will 
be most desirable all through the 1960s, and the schedule 
concerned is already too fussy-precise anyway. Some quite 
general enabling power might permit the Government, for 
example, to “give weight to factors which might serve to 
further particular objectives of its educational policy.” 

This might seem, at first sight, to leave too great powers 
of discretion in the hands of the minister. But any such 
amendment could be backed by a demand that the Govern- 
ment will produce a white paper on its proposed system of 
weighting at the beginning of each block grant period. 
Parliament could then debate this white paper; it might 
indeed become the main educational debate of the year, like 
the defence debate on the defence white paper. Changes 
of this sort would be resisted as administratively almost 
impossible. But that is an argument that can more easily 
be debated when the first weighting period arrives and all 
the figures are available. Meanwhile the aim in amending 
the first schedule to this bill should merely be to keep the 
formula flexible ; educational reformers can bide their time 
to win improvements under it. 


FARMING 


Unjubilant Jubilee 


A special correspondent who attended this week’s annual 
general meeting of the National Farmers’ Union writes: 
HE tone of this jubilee meeting ranged from the doleful 
‘is the militant. Farming, it was repeatedly agreed 
nem. con., is on the rocks ; farm incomes are dropping 
intolerably ; rising costs have been absorbed up to and 
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This could be over your head 


“Then you’d have roof, ceiling and 
insulation in one operation 

































—three things for the price of one, 

as you might say. 

Insulated Hollow Decking, they call it. 
Who makes it? 

Universal Asbestos, of course ...’’ 


Of course, where else, in the world of asbestos 
cement, will you find the same combination of 
technical skill and manufacturing know how ? 
If the importance of the UAM Group rested 
only on its asbestos cement manufactures, it 
would still be more than enough to establish 
the Group’s value to all who erect buildings 
and all who buy them. But other products come 
into the picture, too—pitch-fibre drain pipes 
and cable conduits and translucent plastics 
roof sheeting, for example. And the point 
about all these products of the UAM Group 
is that they speed up construction time and 
cut down construction costs. Products of 
the UAM Group can make your building 
a better building, a more efficient building, a 
less expensive building in both prime cost and 
subsequent upkeep. For 
complete information please 
write to the UAM Group 
Advisory Service. 
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beyond all reasonable limits ; the small farmer is about to 
disappear, so is the horticulturist ; there must be a full 
recoupment—preferably more than full recoupment—at 
next month’s price review, and in one way or another 
imports must be cut down. The skill of Sir James Turner 
—sympathetic, bluff, terse, confidence-inspiring, achieving 
the almost impossible feat of sounding human over a 
public-address system—persuaded a stormy meeting not to 
pass a motion of censure on the Government there and then ; 
instead the motion is to “be on the table,” as a sort of 
ultimate deterrent, until after the price review. But Sir 
James will be able to present to the Government negotiators 
an: unanswerably truthful picture of angry discontent. 

At bottom, it is against the threat of redundancy that the 
farmers—especially the small farmers—are protesting. 
Again and again, from Wales, from Norfolk, from Derby- 
shire and from Devon, indignant speakers more or less 
consciously revealed their major premise: anyone who is 
now a farmer has the inalienable right to remain a farmer, 
any land now farmed is inalienably sacred to farming. How, 
and at what cost, these rights and sanctities are to be 
enforced is immaterial; by higher guaranteed prices, 
cheaper credit, more generous improvement grants, more 
effective exclusion of imports, or, as hinted in one horti- 
cultural resolution, a closed shop; they themselves are 
unquestionable. 

A good deal of grief and much imputation of bad faith 
could be avoided if it were made unequivocally clear to the 
farming interest that for any society not willing to fossilise 
itself for keeps this is a completely unacceptable view. It 
is at present public policy—agreed by both the main political 
parties—that Britain’s farm output shall be larger than 
‘that which pure market forces would determine. No 
particular component of that output, no particular area, and 
no particular farmer is, however, sacrosanct. Instead of 
demanding that each product, each area and each farmer be 
underwritten without limit, and backing the demand (as 
did successive speakers at Central Hall) with a farrago of 
economic nonsense, it would be better for the NFU to 
concentrate on a common task: that of finding the means 
which should keep output at the desired higher-than-market 
level at the least public cost. In that way it would become 
a force encouraging long-term maintenance of the subsidy 
policy ; it will risk being the reverse if it deteriorates too 
completely into being merely a short-term pressure group. 


THE MEDITERRANEAN 


In Troubled Waters 


AST Sunday the Slovenija, a Jugoslav ship heading for 
L Casablanca, was intercepted by the French Navy and 
forcibly brought to the Algerian port of Oran. There she 
was relieved of 150 tons of arms and ammunition before 
being allowed to proceed. This incident is more than an 
episode in an exciting smuggling game. It has already 
provoked angry exchanges between Paris and Belgrade and 
has led to a state of tension between the two countries. It 
also raises awkward questions, both political and legal. 

The French naturally insist on the political aspect of the 
matter. They claim to know that the arms came from 
Prague and were destined for the FLN (the Algerian rebels). 
If the claim is true, the case of the Slovenija reveals the 
first instance of communist arms shipments directly intended 
for the insurgents. On this issue M. Pineau, the foreign 
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minister, commented that France “ will use all means to 
ensure the defence of its troops.” The Jugoslavs, on the 
other hand, stress the legal side of the problem. They 
are not concerned with the origin of the cargo. The 
Slovenija, they argue, was merely an agent for a Swiss firm 
and a Moroccan recipient. The ship having been seized 
on. the high seas, the French have committed an act of 
piracy ; they should return the goods and pay compensa- 
tion. 

France’s concern over arms that may have been destined 
for use against its own soldiers is understandable. But the 
incident emphasises two anomalies in the present French 
position. One is the fiction that no state of belligerency 
exists, which prevents the French from invoking the right 
of search on the high seas. To claim this right, as the 
French now do, up to 50 miles off their shores in peacetime 
is to extend the dangerous proposition of a “contiguous 
zone ” perilously far ; it is a bad precedent. The relations 
between France and Algeria’s neighbours are the other 
anomaly (last week’s new diplomatic wrangle with Tunisia, 
following a border incident, was a reminder of the state of 
tension). Belgrade might well suggest that it is up to 
the French to prevent arms from crossing Algeria’s frontiers 
with Morocco or Tunisia. And what would have happened 
if the ship had belonged to a greater power than Jugoslavia ? 
France’s North African tangle presents dangerous pitfalls 
not only for the international lawyers, but for others besides. 


DEFENCE 


A Community of Three? 


O-OPERATION between the European members of Nato 
on arms production and development is a necessity. 
Yet the agreement in principle at Bonn this week by the 
defence ministers of France, Italy and west Germany, that 
their three governments will develop and produce arms 
jointly with a view to standardisation among them, arouses 
mixed feelings. This looks like the embryo of a three-power 
arms community. What about the rest? Britain with its 
developed arms industry clearly has a part to play ; Western 
European Union, the European body which was entrusted 
in 1954 with the co-ordination of arms production in Europe 
and with the inspection and control of any arms manufacture 
in Germany, has not even been informed of what is going on. 
There has been no mention of nuclear weapons in connec- 
tion with this week’s meeting. But there have earlier been 
suggestions in France and Germany that the French, or 
some of them, might wish to enlist German collaboration 
in the French nuclear programme. Conceivably WEU 
might be able to control a German nuclear programme, but 
it is hard to imagine it controlling, in any effective way, 
a programme in which France and Germany were engaged 
jointly. 

The significance of the new triple alliance can be 
exaggerated. Meetings between Mr Sandys and the 
German, Dutch and French ministers of defence had earlier 
produced joint working parties to co-ordinate arms develop- 
ment. The official British line is that the latest arrangement 
is but a further step in the same direction. If it is, it seems 
high time that a management consultant was called in to 
co-ordinate the co-ordinators. In fact, the inspiration of the 
new grouping is not wholly amiable. It results in part 
from French resentment against the Anglo-Saxon powers. 
The Germans have been reluctant to commit themselves to 
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backing a French-led counter-block of continental powers. 
Now, it seems, Dr Adenauer has given his blessing to a 
grouping which could become a community of three. 

One reason for the German plunge may be the growing 
friction with Britain over the support costs issue. At the 
same time, it is clear that Anglo-German arms co-operation 
has not got very far. Some useful work is being done on 
rockets. But no joint production is yet planned and there 
are important German arms manufacturers who have never 
heard of the Anglo-German working group. Excellent 
technical grounds have been produced for the lack of Ger- 
man arms orders in Britain. The fact remains that a close 
working relationship between the ministers of defence, 
and between the manufacturers, of the two countries might 
have brought different results. Mr Sandys has been too 
busy fighting battles at home to develop the partnership with 
the continental allies. It can only be hoped that both the 
new trinity and Britain will work constructively to broaden 
the new arrangements into a wider grouping within WEU. 


TRADE UNIONS 


Starting at the Top 


HE outcome of wage demands on the buses and in 
th aaa occupations which are traditional strongholds of 
trade unionism will make the stuff of economic history in 
1958. But this week there has been another claim that 
may well be a landmark in the development of trade 
unionism itself. The Institution of Professional Civil 
Servants has asked for pay increases varying from £2,350 
to £275 a year for the 8,000 scientists employed by the 
Atomic Energy Authority. The claim for an additional 
£2,350 a year at the top is the largest ever made by a union ; 
the claim as a whole would cost £3 million a year if 
conceded in full and, since the authority has virtually no 
commercial income, the money would have to be paid 
directly by the Government. The institute bases its case 
for the increases on the grounds of the authority’s inability 
to recruit enough men, especially those with the right 
qualifications for research and for the maintenance of 
safety ; and it cites the report of the Fleck Committee to 
support its point. But, as the committee pointed out, the 
solution to understaffing in atomic work lies as much in 
providing more training as more pay; and, in any case, 
many will feel that what the union calls “the price of the 
new industrial revolution ” has been put unnecessarily high. 

However, justified or not, it is the fact that a pay claim for 
top-level atomic scientists should have been made by a union 
at all that is the revealing thing. For those who have not 
looked at recent figures of increases in union membership, 
it may come as something of a shock to learn that the 
greatest strides in unionism are now being made among 
white-collar workers, at a time when total union membership 
among manual workers is only just holding its own. One 
potent reason for this has been nationalisation. When white- 
collar workers are widely scattered in comparatively small 
groups among different firms unionism is weak ; it is when 
they come together under one boss that collective bargain- 
ing grows. Another factor is that professional organisations 
of trained white-collar workers—teachers, professional 
engineers, journalists and the like—have often been 
formally régistered as trade unions for reasons of admini- 
strative convenience. But, especially where they now 
bargain with the Government or a nationalised industry, 
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these trade unions in form have often been turned into 
very effective bargaining trade unions in reality. 

Before the national health service came into being, there 
was no comparison between the British Medical Association 
and most normal members of the TUC in the matter of 
bargaining ; now the association has become as tough as 
any in its dealings with the Government. The same applies 
to the farmers, the teachers and many others. Recent union 
successes in the civil service also suggest that the most 
fruitful way to recruit white-collar workers is to start by 
helping those who are already highly paid; it is among clerks 
in private employment rather than among consultants, 
scientists and permanent under-secretaries that collective 
strength is now at its weakest. The £2,350 a year claim at 
the top by the atom scientists—a claim which would not 
have been formulated in this way if atomic energy were not 


nationalised—is a social phenomenon whose significance 
should not be missed. 


STOWAWAYS 


The Quality of Mercy 


R BUTLER deserves credit for the curt order which 
M he issued to his over-zealous department to right 
about turn in the matter of the three families of Hungarian 
refugees who had stowed away to London on a British 
vessel from Brazil. Mr Butler also did the approved thing 
in upholding the motives of his department in trying to 
evict the families from the country in the first place, and 
in insisting that any criticism of the force used by the 
police in arresting them should be directed at himself as the 
policemen’s political chief. This performance of Mr Butler’s 
was so much more liberal than any to which we have got 
used from former Home Secretaries that it may seem 
ungracious to follow praise with criticism. But there should 
be criticism of the parts of Mr Butler’s statement which 
were clearly designed to placate the reactionaries on the 
Home Office staff. Mr Butler insisted carefully that “ the 
general policy on which we conduct our immigration regula- 
tions is right,” that the original decision to try to send these 
people back to Brazil was “in principle correct,” and that 
he will abide by the department’s past principles in future. 

The Aliens Department is a prime example of a depart- 
ment which should never be concerned with rigid prin- 
ciples ; it should always be concerned with men and women. 
This case of the Hungarian refugees should have been con- 
sidered from the first solely on its merits. Quite apart 
from sympathy with them as Hungarians, the fact 
that one of the women in the party was about to have 
a baby which was bound to be born a British subject even 
if she were deported (for the ship is British) should have 
made the Home Office officials a great deal more circum- 
spect. Instead, the “principles” they followed were 
clearly, first, their rule book ; secondly, their department’s 
lurking animus against aliens seeking to take the bread out 
of British mouths ; and, thirdly, the usual anxiety to bundle 
any stowaways back on the ship they arrived in (thus avoid- 
ing undue expense in deporting them later on). The hard- 
hearted will say these particular Hungarians pulled a fast 
one. Others will say that sometimes fast ones have to be 
let through to uphold this country’s claim to be civilised and 
to be an asylum for some at least of the world’s more 
enterprising unfortunates. Mr Butler, who takes the 
responsibility, should tell this to the aliens department. 
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Whether personal preference be for the 2.4-litre or 
the more powerful 3.4-litre model the same Jaguar 
characteristics exist in both. Either model offers 
impeccable road performance allied to comfort and 
refinement of the highest order. Both are available 





The 3.4 Litre Saloon 


with disc brakes, overdrive or automatic transmission 
as optional extras. Indeed every car in the Jaguar 
range, including the Mark VIII Saloon and XK150 
modelscan be obtained with Automatic Transmission, 


London Showrooms: 88 PICCADILLY W.! 
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Your premium should be less if you use 
plasterboard. Plain plasterboard only 
costs about 4d. per sq. ft. It is inexpensive 
as well as attracting a low fire insurance 
premium. Readily available throughout 
the country, it is strong, easy to handle 
and erect, and very easily decorated. 
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SAFE, LOW COST THERMAL INSULATION 
Insulating Gypsum Plasterboard provides 
a high degree of thermal] insulation 
without constituting a fire hazard. i 
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SYRIA 


Rift in the Left Lute 


OME Lebanese newspapers are saying that behind the 
S scenes in Syria there is now acute rivalry between the 
Baath Party and the communists, whose alliance provides 
the hard core of the present government. The Baath is said 
to be aware—rather late in the day—that the communists 
are out to seize power. It is difficult to estimate how much 
substance there is in these opinions as long as the parties, 
the army and the deuxiéme bureau are all mixed up in the 
politics of the country, but there are some non-Arabs well 
acquainted with Syria who give credence to them. 

The rivalry would not be surprising. The Baath (which 
means “ resurrection ” of the greater Arab nation) claims to 
be socialist but is certainly more nationalist than anything 
else. Men like Akram Hourani and Salah Bitar, whatever 
people outside Syria may think of their left-wing opinions, 
would not willingly be wagged to political extinction by a 
Moscow-led communist tail. And that fate is possible for 
them in Syria. Khaled Bikdash, the Levant communist 
leader, is an able and well-trained political operator of a 
quality not found elsewhere. He is, for example, not the sort 
of man President Nasser would knowingly tolerate along- 
side him. 

Unfortunately, Britain and the United States are in no 
position to take advantage of rivalry inside Syria because 
they have spent a considerable amount of past effort in 
assuring themselves of the hatred of the Baathists. In King 
Abdullah’s day it used to be regarded as a good thing when 
the Baath leaders in Jordan were thrown into desert gaols, 
and last spring it was essentially the Baath Party leader- 
ship that was smashed by King Hussein to the accompani- 
ment of American applause. 

The western attitude is not difficult to understand, for the 
Baathists were awkward people at the best of times. But to 
start with they were not even socialists, and it was largely 
because they were ostracised by the western powers that 
they drifted into alliance with the communists in Syria. 
The British Government, in fact, either had no contact, or 
broke, with all the nationalist groups ; and that is one reason 
for the success that Soviet policy has had in the Middle 
East during the last three years. Nationalists of the Baath 
type are the only force capable of resisting communism, 
and Syria will not be saved from undue Soviet influence 
except by some of the people who are now in alliance with 
Mr Bikdash. For them to do so, however, two conditions 
are necessary: they must not feel that the west is implacably 
opposed to their ideas, and a relationship must be established 
with them that will permit western advice to season 
their policies with some experience. Arab neutralism will 
cantinue to be pro-Russian until western policies induce 
it to be otherwise. 


PIPELINES 


No Promise to Iraq 


HE failure of Iraq to get an agreement in Damascus 
Z guaranteeing the security of its oil pipelines across 
Syria indicates the sort of influences now at work inside 
the Syrian government. Pipelines are still regarded as 
“imperialist” ; there is no strong current of feeling in 
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favour of assuring their security. As Syria’s present leaders 
see it, they might very well have to blow up pipelines, or 
anything else, yet again for the Arab national cause ; they 
hold that the Iraqi government should be quite willing to 
lose another £56 million in royalties (as it did when the 
pipelines were sabotaged by the Syrian army in 1956) for a 
patriotic reason. 

Iraq has in fact not only made more sacrifices for the 
Arab cause—as when it stopped the flow of its own oil to 
Haifa during the Palestine war—than any other Arab 
country ; it is perhaps the only one to have made substantial 
material sacrifices at all. It would make them again if the 
reason were good enough. But it does not want the Syrian 
Army to decide unilaterally what is good reason. It has 
therefore sought since last September an agreement with the 
Syrian government which would guarantee the flow of oil 
unless and until both governments agreed it should be 
stopped. The talks broke down when Syria refused to 
accept arbitration by the International Court regarding any 
disputes about the interpretation of the agreement. 

The Syrian government, full of Arab patriotism, sug- 
gested that the council of the Arab League should be the 
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EMINENT NOVELIST 


‘‘The Warden” and ‘“ Barchester Towers”’ raised 
q Mr Trollope to a very promising position among 

modern novelists. He had attained that degree of 
eminence at which a new publication becomes a matter of 
curiosity and interest to the whole novel-reading public. 
His reputation, however, stood at a critical point. One step 
in advance would have fixed it as a recognised and estab- 
lished thing, and the slightest falling-off would have 
materially damaged its half-fledged glory. “The Three 
Clerks” has not settled the question as might have been 
expected. It is inferior in many respects to ‘‘ Barchester 
Towers,” but at the same time it contains indications of 
higher powers than any that were displayed in that 
amusing tale. Mr Trollope owed his previous success not 
only to his smart, but to his really good writing. There 
was a buoyancy and life about his style, as well as an 
aptness and precision in all his expressions, that was 
irresistible. In ‘*‘ The Three Clerks”’ there is, perhaps, 
nearly as much “ go,’’ but the subtler and more delicate 
charms of style have sadly decreased. It bears evidences 
of having been written in haste, and reads as if the author 
had not given himself time to find the most exact and 
appropriate expressions for his meaning. This is unpar- 
donable in one who has the power of writing so pointedly 
and so well. Mr Trollope cannot afford to be careless; 
such a fault in his case would be suicidal. A good style 
is in a certain sense synonymous with good matter... . 
As our literary wealth increases, precision of expression 
becomes more and more important. The broad truths of 
the world, the truisms, in fact, which admit of loose and 
manifold expression, we all know by heart. If an author 
would tell us anything new, he must penetrate into that 
labyrinth of subtler and less obvious thoughts which elude 
the touch of the unskilful or hasty pen,—which require 
to be clothed in well-fitting words in order that we may 
recognise the pith of their meaning. Now Mr Trollope 
possesses this power of exact expression to a high degree; 
any haste or carelessness which leads him to forgo 
its advantages, detracts materially both from his style 
and his matter. No one who has read “ Barchester 
Towers’’ and ‘‘ The Three Clerks’’ will fail to observe 
an unsatisfactory looseness, and consequent superficiality, 
of thought in the latter, as compared with the former. 
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arbiter. The Iraq government refused this, well knowing 
that states without oil are only too willing to vote for 
sacrifies by those that have it. Thus, if the matter had gone 
to the Arab League council at the time of the Anglo-French 
landings at Port Said, the vote might well have been in 
favour of bigger and better sabotage. On purely practical 
grounds the Iraqi proposals were in the Syrian interest, since, 
it accepted, they would have afforded new encouragement to 
the international oil companies to invest more in their pipe- 
line gystems through Syria ; the prospect of arbitration by 
the Arab League would not give the companies any such 
confidence. Still, the Iraqis are in a difficult position. They 
want their oilfields to be exploited more rapidly, and this 
involves an expansion of pipeline capacity ; yet they cannot 
let down “sister Syria” by agreeing to new pipelines 
through Turkey So long as that is so, Syria holds the 
whip hand. 


ESTATE OF THE REALM OR 
VESTED INTEREST ? 


On February 8th The Economist wil! start a series of 
articles on the status and problems of British trade unions. 


How Much Help? 


ILENCE suggests that M. Monnet is not meeting with 
S all the success he hoped for in his efforts to raise money 
in Washington. The International Monetary Fund, it 
appears, remains reluctant to release for France the whole 
of the second half of its quota—$262.5 million. France 
may not get more than half this remaining sum—or $131.25 
million. And the help it gets from the Export-Import Bank 
will not all be available at once. 

French officials’ hopes of help from the European Pay- 
ments Union, however, remain sanguine. They are seeking 
both a direct loan of $150 million from EPU and a $400 
million extension of their “ quota.” Since three-quarters of 
EPU deficits are generally paid in gold, and a quarter 
covered by credit, this extension would mean, in effect, the 
grant of a further $100 million of credit. About $100 million 
of the direct loan is expected to come from west Germany, 
which has already made it clear that it is willing to help 
France. 

The board of EPU, however, is carefully watching pro- 
ceedings in the IMF. Both bodies are rightly anxious to 
ensure that their assistance is used by France, not merely to 
postpone the day of reckoning, but as a bridge on its way 
back to solvency. If the IMF finds that M. Gaillard’s 
measures do not promise a real solution to France’s 
problems, it will not be easy for the EPU to give way too. 
No one abroad, after all, can feel any certainty that France 
is approaciing the end of its economic “ tunnel ” so long as 
the Algerian war shows no sign of coming to an end. 

The choice for EPU is difficult. In the European com- 
munities wich, it is hoped, will start to operate next year it 
will have a key roe to play as a clearing house, as a source 
of emergency credit and, through its power over credit, as 
the main common agent of pressure on members to align 
their economic policies. Excessive generosity now could 
weaken the position later on. Yet it remains a political 
necessity to keep France go‘ng. 
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MENTAL DEFECTIVES 


Informal Treatment 


NE major recommendation of one royal commission has 
QO actually been put into force within a few months of 
its being made. This is the proposal of the Percy com- 
mission on the lunacy and mental deficiency laws that, 
wherever possible, defectives should be admitted to mental 
deficiency hospitals informally, without being subject to 
compulsory detention and, therefore, certified. 

At present, hospitals: for the mentally ill can accept 
“voluntary ” (that is, uncertified) patients, but only if the 
patients in question are capable of expressing a wish to 
enter hospital for treatment and can sign a form to that 
effect. They also undertake to give three days’ notice of 
their intention to discharge themselves. Thus, the admis- 
sion of uncertified patients to these hospitals is bound by 
the legal formalities laid down in the Mental Treatment Act 
of 1930. For the hospitals and institutions for mental 
defectives, on the other hand, there is no legal provision 
to enable them to accept “ voluntary” patients. But this 
gap in the law relating to mental deficiency is now seen to 
put mental defectives at an advantage over the mentally ill. 
For although almost all defectives are at present certified 
when they enter an institution, there is nothing in the 
Mental Deficiency Act which says that they have to be. 
Informal admission and discharge can therefore start forth- 
with. For the mentally ill, who can enter the mental. hos- 
pitals only under one or other of the procedures laid down 
by law, informal treatment will have to await legislation. 


* 


Defectives already in hospital will have their cases 
reviewed, and, wherever possible, the powers of detention 
over them will lapse so that their treatment will hence- 
forward be on an informal basis. But this does not mean 
that large numbers of them will immediately discharge 
themselves ; as the Percy commission pointed out, most of 
them are so simple and childlike that they will accept what- 
ever arrangements are made for them. For the minority 
of defectives for whom detention in hospital is considered 
essential for their own protection or the public’s, the existing 
powers of certification will be used. The new arrangement 
will, however, considerably curtail the system of licence by 
which some certified mental defectives have been allowed 
to live in the community, with the order subjecting them to 
compulsory detention remaining in force so that it can be 
reapplied at any time. Only a small proportion of defectives 
are out on licence, but the system, with all the official 
restrictions it imposes on the private lives of defectives, 
has often been criticised, particularly by those who are 
passionately concerned with the liberty of the subject, 
Few will be sorry if it eventually passes into disuse. 


BAHAMAS 


The Bay Street Mob Again 


NCE again the peculiar constitutional arrangements in 
QO the Bahamas are in the news. Troops have been flown 
in, and a frigate has arrived, to maintain calm during a strike 
by coloured hotel workers, dustmen, taximen and shop assis- 
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tants. The cause was simple enough. The owner-drivers of 
Nassau’s taxis have for long considered that transport to and 
from the airport was their own, highly profitable, trade ; 
they resented the introduction of large-scale enterprise in 
the ferrying of tourists from airport to hotels. Finally they 
withdrew their cabs, and other workers came out in support. 
Something like a general strike has developed, and union 
leaders have not hesitated to fortify the strikers at mass 
meetings with strong draughts of rhetoric, such as that they 
are worse treated than negroes in the American south. 

This has, quite naturally, led them to remember that they 
are free British citizens and once again to back demands for 
a new adult franchise. At present the Bahamas franchise is 
an extremely low property qualification ; but it is confined 
to males, and it permits plural voting. A voter with property 
in several islands or districts has a vote for each ; but to even 
this up, the vote attaches only to separate freeholds, and 
this means that however many people live in a building only 
one tenant may exercise the vote attached to it. The result 
is that a property-owning oligarchy, known as the Bay 
Street merchants, in 
fact controls the 
Legislature, which 
has firmly rejected all 
proposals to liberalise 
the franchise. 

But grievances go 
deeper ; there is con- 
siderable colour dis- 
crimination in the 
Bahamas, and the 
Bahamanians in heated 
moments are easily 
persuaded that adult 
franchise would cure that. To some degree it might ; but 
what would the end of discrimination do to the island’s 
tourist trade, which earns $38 million a year ? The tourists 
are as firmly in favour of segregation as the coloured workers 
are against it. An abrupt removal of the colour bar might 
also remove the tourists, leaving the Bahamas to sustain life 
on the sponge trade. In this matter, the Bahamas are not 
part of the Commonwealth, but part of North America ; it is 
their customers, more than the Bay Street mob, who make 
the rules. But theirs is an archaic constitution, and its 
anomalies are self-perpetuating ; the strikers’ demand for a 
commission from Britain to report on the island is not 
unreasonable and should be accepted. Its terms of refer- 
ence, however, should cover constitutional, social and 
economic issues, which are inseparable—the islanders would 
need to understand the implications of any changes that 
might be made in the name of racial equality. 
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POLICE 


Rationalising Robert 


HE first report and evidence of the Select Committee on 

Estimates, published last week, provides a useful 
critique of police organisation. The committee did not find 
any obvious examples of waste of public money. It did make 
some sensible suggestions—such as that hauliers who involve 
the police in extra work because they send difficult loads 
through the streets should pay for the help they get. But 
the real value of the report is the light it throws on the 
possibility of so organising police forces that their constabu- 
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lary (and specials) could be more effectively deployed, thus 
reducing the “gap” between establishment and actual 
strengths, and reducing the considerable cost of overtime 
and recruitment drives. 

It is perfectly obvious, as the committee says, that 
there are too many small police forces. Insufficient use has 
been made of the provisions of the Police Act, 1946, to 
combine forces. Since it was passed the total number in 
England and Wales has fallen only from 131 to 126; of 
these, three are still under 100 in strength, and 58 more 
under 250. It took publicity consequent on irregularities to 
induce the small Carmarthenshire and Cardiganshire forces 
to amalgamate. The tie between a police force and its local 
area is important, and the committee recognise the ingenuity 
of administrative arrangements—they are certainly elaborate 
—for combining a measure of central control and inspection 
with local autonomy. No practical policeman wants to 
break this territorial tie, which the locals say is potent in 
securing recruits and in aiding the prevention and detection 
of small scale crime. But crime knows no frontiers in the 
motor age and decentralisation can go too far ; there are for 
example 16 police forces in the special review area of the 
Birmingham-Midlands conurbation. The committee was 
surprised to find how rarely one area called in police from 
another to meet emergencies—a situation which means, for 
example, that Blackpool is chronically under-policed in the 
holiday season. Such elementary co-operation is, in fact, 
regarded locally almost like “calling in the army” except 
for purely ceremonial occasions. 

There can be little doubt that peak periods of overstrain, 
and the wide disparity in the ratio of police to indictable 
offences as between areas, can only be avoided by more 
amalgamations. The path to that can be paved by 
such devices ag regional crime squads and joint use of 
services. The problem is where the initiative is to come 
from at a time when the councillors of even the smallest 
counties try to hang on to everything they have got. If 
necessary the Home Office should certainly wield the big 
stick. 


JERUSALEM 


Limited Objective 


R HAMMARSKJOLD’S Colombian mediator, Dr Francisco 

Urrutia, has scored a quiet success over the Mount 
Scopus dispute. He has damped a smouldering situation 
by admitting that some of the provisions of the 1949 
armistice agreement between Israel and Jordan were too 
ambitious. The agreement called on both sides to arrange 
for the normal use of the “cultural and humanitarian 
institutions on Mount Scopus.” But it was obviously 
impossible for the Israelis to run a university and a hospital 
on an enclave inside Jordanian territory. Instead Dr Urrutia 
has persuaded both governments to revert to the 1948 
agreement, which only provided for the demilitarisation of 
the area and the maintenance of police garrisons. The 
Secretary-General’s own emissaries are to be allowed to 
inspect the garrisons, and the United Nations is now 
responsible for controlling the Jewish convoy and for seeing 
that it gets through. This agreement compares favourably 
with the method adopted in another dispute on the outskirts 
of Jerusalem—about the Israeli tree-planting scheme—upon 
which the Security Council gave a ruling this week. 





LETTERS 








600 Submarines 


Sirn—The Economist seems to be the 
first British paper to make a serious 
attempt, in “Do 600 Submarines 
Matter ? ” in your issue of January 18th, 
at assessing the meaning of the huge 
Soviet effort made in building a sub- 
marine fleet. However, it appears to me 
that—as in your “Defence Brief for 
Nato” of December 7th last—you over- 
look one very serious strategic contin- 
gency, viz., that the Soviet power, as 
every other continental military power 
previously, will use its unquestioned and 
Massive superiority in conventional land 
forces as its main striking bolt—and 
everything else it has only as powerful 
auxiliary weapons. The Soviets might 
be able to arrive on the coasts of the 
English Channel and the Atlantic before 
your rocket and nuclear deterrents can 
come into play. Once they are estab- 
lished there you will be unable to hit 
them from the air, lest you kill. also 
millions of your allies in the process. 

And the huge Soviet superiority in 
U-boats will then enable them to prevent 
any allied outflanking attempt by landing 
in the Scandinavian north or in the 
Middle Eastern south, as well as un- 
expected descents by commando or 
expeditionary forces on unguarded 
beaches of the Atlantic or the Mediter- 
ranean. 

There is one further development 
which fits perfectly into this overall 
strategic picture, viz., that the Soviets 
are putting their main effort at develop- 
ing atomic marine propulsion into giant 
icebreakers. These have the purpose to 
keep the north-east passage open to their 
supply fleets and navy, so that they can 
switch their naval forces to the east: in 
case an attempt at forcing their eastern 
backdoors should be made by the 
United States. 

Seen like this, their U-boat fleet makes 
strategic and tactical sense, and does not 
appear to be a “ non-starter,” conceived 
by “backward-looking admirals.”— 
Yours faithfully, ERNST SCHLOSSER 
London, N.8 


Export Insurance 


Sir—No one has greater authority to 
express views about export insurance 
than Sir Frank Nixon, who was the 
architect of the ECGD before the war ; 
but may I reply to some of the points 
he makes in his letter ? 

I agree that the ECGD watches 
economic conditions all over the world 
and attempts to control its commitments 
by varying its rates. This method of 
control is not always effective, vide 
Brazil a few years ago. 

I also agree that insurers carry many 
risks to which the law of averages does 
not strictly apply—insurance against 


loss due to the insolvency of a debtor is 
one of these and hail and windstorm 
insurance are others. Nevertheless, I 
maintain that when it comes to the 
transfer risk, the odds are incalculable, 
a fixed fee to cover administration with 
a margin for contingencies is as good as 
any fluctuating charge and control can 
best be effected by turning down risks 
at the appropriate time. 

Finally, I do not want to appear too 
dogmatic as I believe that everything is 
to be gained by exchange of ideas 
between those who hold Sir Frank 
Nixon’s views and those who hold 
mine.—Yours faithfully, A. N. Patrick 
Trade Indemnity Co. Ltd. 


Youth Clubs 


Sir—I was interested in your article 
“Gilded Youth,” but whether young 
people would consider this an appro- 
priate title is a matter of opinion. 
Though most of your comment is sound, 
I would question the validity of the 
Statistics relating to the further educa- 
tion of that great majority who leave 
school at fifteen. While local authority 
registers may show your 3735 per cent 
at the beginning of the term, later checks 
reveal a very different picture. This is 
perhaps a reflection on the quality of the 
teaching, or perhaps on the choice of 
subjects offered. 

The increase in crime rate is only to 
be expected. But your conclusion really 
poses the basic problem of young people 
today: the more one converses with 
them, the more one becomes aware of 
the tremendous gap between two genera- 
tions—greater, I suspect, than ever 
before in history. By and large, they 
feel that we owe “it” to them and they 
have been abandoned, or they adopt a 
cynical attitude to an H-bomb world 
which we can hardly pretend is 
irrational. 

Nobody with knowledge of the facts 
will challenge your statement that there 
is scope for youth club organisations. 
The problem, however, lies in the paucity 
of financial support from quarters where 
it should .be forthcoming. Since the 
beginning of the last war, youth work 
has been regarded as an integral part of 
the education service. Education itself 
has received a raw deal from successive 
governments, but the unfortunate Youth 
Service, treated as a Cinderella, receives 
only £2} million out of £500 million. 
In view of the vast job to be done this 
is not even chicken-feed. 

Either we take seriously the implica- 
tions of the mass of our young people 
virtually ending their education at the 
tender age of fifteen, or we ignore the 
whole problem and scrap an economic 
nonsense. Indeed, unless we are pre- 
pared to accept the fact that the South 
Service is in desperate need of much 
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larger resources, the Government would 
be well advised to stop frittering away 
£23 million. 

The existing situation is intolerable. 
Our Youth Service, always  under- 
nourished, is now dying of starvation. 
It cannot exist without a_ steady 
influx of new people with new ideas ; 
yet it is ironical that many outstanding 
men and women who would gladly join 
the service are deterred by the primitive 
training facilities, the complete lack of 
Status, security or prospects, which 
accompany indigence. 

Regarding your suggestion that there 
may be need, between now and 1964, to 
expand borstal facilities, no doubt you 
are aware of the cost of maintaining one 
boy in a borstal institution? The 
answer is precisely the same amount as 
would provide an adequate ‘salary for 
one trained youth worker. If we gave 
our young people the Youth Service they 
need and deserve, delinquency would 
shrink to negligible proportions, as 
would other problems which now seem 
insoluble-—Yours faithfully, 

Reigate RICHARD Davies 


Luxury Cars 


S1R—Mr Fieldhouse misunderstands the 
nature of the Rolls-Royce claim to excel- 
lence. It does not consist in rapidly 
changing models to get in first with 
some new development. It consists in 
using developments in engineering only 
when they have been thoroughly proved 
by experience, and then making them 
with such care that they operate more 
smoothly and reliably on a Rolls-Royce 
than when made by other firms. 

As regards the particular American 
developments which Mr _ Fieldhouse 
mentions, only one relates in the main 
to the chassis, namely, air stispension. 
I have not tried a car fitted with air 
suspension, but it would have to be very 
remarkable to be more comfortable than 
the current Rolls-Royce, which can be 
instantly adjusted for soft or hard sus- 
pension by a switch below the wheel, 
soft for normal use and hard if one finds 
oneself approaching an awkward corner 
so fast as to need to check roll. 

As regards the standard Silver Cloud, 
I know of no more perfect combination 
of grace and dignity of appearance, and 
to suggest that the vulgar horrors perpe- 
trated by many American firms are 
superior seems to me to be astonishing. 
The only possible criticism of the Silver 
Cloud body is that if one opens the 
windows at speed there is disturbing 
wind buffeting in one’s ears, but I find 
the ventilation of the car perfectly con- 
trollable with the windows shut, by 
means of the system of dlowing in hot or 
cold air through ducts under the wind- 
screen and near the floor at front and 
back. 

If one visits the Crewe factory to place 
an order for a car one does not find an 
automatic conveyor with men working 
against time to complete the job before 
it moves on. One finds a calm quiet 
atmosphere with no hurry, the object 
being to do the job right even though 
it takes longer to make cars that way. 
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It should be considered, too, that there 
is first-class after-sale service behind a 
Rolls-Royce. At all their special re- 
tailers there is a department set aside 
exclusively for Rolls-Royce-Bentley 
work, staffed by men trained at the 
works at Crewe. If one sends the car 
there every five thousand miles every- 
thing will be attended to correctly and 
there is very little to do in between, 
there being a pedal which lubricates the 
chassis if given a couple of shots every 
two hundred miles. Finally, there is a 
three-year guarantee. All that a car 
can do for a man, a Rolls-Royce will do, 
quietly and without fuss. 

Lastly there is one curious psycho- 
logical point about the firm’s cars, 
namely, that many, indeed I think it is 
most, of the cars are modestly disguised 
behind a Bentley radiator shell. There 
is no difference of any kind between a 
Rolls-Royce Silver Cloud and a Bentley 
S Series, except the radiator shell and 
the name, which is altered according to 
whether the customer dares to admit 
that he has a Rolls-Royce or whether he 
prefers to hide humbly behind the 
Bentley radiator disguise. 


How much longer will this bit of in- 
verted snobbery and humbug be thought 
necessary ?—Yours faithfully, 
Wolverhampton RoGer H. GASKELL 


Scholarships for Surtax 
Payers 


Stir—Your comment on the proposed 
foundation of scholarships for the higher 
income groups omits some important 
factors which might have been men- 
tioned. First, the figure of £2,000 has 
been bandied about as the limit for-sup- 
plementation. This is true only for 
those with no other children. Further, 
the scale used by the Ministry of Educa- 
tion is one of the few that allows the 
cost of private school fees (for additional 
children) to be taken into account. I 
know of no other case in the social 
services. 


Next, these pupils have already been 
given an education which gives them 
preferential entry to the more expensive 
universities. This has been established 
beyond doubt by “ Early Leaving,” pub- 
lished by the Ministry of Education, and 
by Mr Kelsall’s study for the vice- 
chancellors. 


Lastly, the universities are so heavily 
subsidised by the taxpayer that the fees 
they charge represent only a small pro- 
portion of their costs. In a London 
medical school about four-fifths of the 
costs are not borne by fees and the 
figures are probably not dissimilar for 
engineering. When to these facts are 
added your comments that there is no 
evidence that such funds are needed, that 
they are a considerable tax-free gift, and 
that the whole issue of university awards 
is one of great complexity, one wonders 
whether the money might not be spent 
in more fruitful ways than in meeting 
a non-existent demand and subsidising 
the comfortably-off.—Yours faithfully, 
Oxford JouN VAIzEY 
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Unfinished Story in France 


The Strange History of Pierre 
Mendés-France and the Great Con- 
flict over French North Africa. 


By Alexander Werth. 
Barrie. 428 pages. 30s. 


M MENDES-FRANCE cuts a_ strange 
¢ figure on the French _ political 
scene. He was prime minister for only 
eight months and yet he is, next to 
General de Gaulle, France’s most famous 
politician. He commands merely a dozen 
votes in the assembly, but at each suc- 
cessive political crisis outsiders inquire 
about his chances. A dangerous “ neu- 
tralist,” say some of his opponents; “ the 
father of German rearmament,” reply 
others. “Gravedigger of the French 
empire” for some and the potential 
saviour of French greatness for others, 
he has been described as the most loved 
and most hated man in his country. 

Mr Werth has used his great know- 
ledge of the French background for the 
study of this controversial figure. With 
the help of M. Mendés-France’s own 
reminiscences, he at first provides a 
brief sketch of his prewar career: a bar- 
rister at 21, a Radical deputy for the Eure 
constituency in Normandy four years 
later, Mendés was made under-secretary 
for finance in the second Blum cabinet 
of 1938. Then Mr Werth describes the 
war period: imprisonment by Vichy, a 
daring escape to England and service as 
an airman with the Free French. General 
de Gaulle prevailed on him to accept 
the post of commissioner of finance in 
the Algiers committee, and he then be- 
came minister for economic affairs in 
the first post-liberation government. 
But M. Mendés-France advocated a 
policy of austerity and, when his plans 
were rejected, he resigned. There fol- 
lowed nine years in the political wilder- 
ness. 

Mr Werth shows how this principled 
behaviour, while most of his colleagues 
were joining in the government’s game 
of musical chairs, earned M. Mendés- 
France respect and envy. Progressively 
he emerged, first, as the principal critic 
of economic cowardice, political immo- 
bilisme and the handling of Indo-China, 
and then as an unofficial leader of the 
opposition. He did not command a 
majority in the chamber, but in June 
1954, after the Dien Bien Phu disaster, 
he was brought to power on a flood of 
popular indignation. His eight months’ 
race against the clock is still remembered. 
First came the successful gamble to 
bring peace in Indo-China from the 
Geneva conference within a month. On 
the morrow, M. Mendés-France brought 
off another bold stroke: he offered a new 
deal to Tunisia, taking Marshal Juin 
along on this trip to silence colonialist 


critics. But German rearmament could 
not be tackled in the same way. Since 
the European Defence Community treaty 
was rejected and the Paris agreements 
ratified while he was prime minister, 
M. Mendés-France gained no friends 
but made new enemies by his handling 
of this awkward problem. 

Mr Werth has written elsewhere on 
the EDC controversy, and so skips 
rapidly over the subject and turns his 
attention to the other tasks before the 
Mendés government. With his agenda 
so full, M. Mendés-France had no time 
to put his economic policy to the test. 
Most deputies who had taken part in 
previous coalitions considered this dyn- 
amic newcomer a dangerous intruder. 
The lobbies—both economic and North 
African—sounded the alarm. An ugly 
smear campaign was set in motion and 
the deputies brought the government 
down as soon as they thought this could 
be done with impunity. 

Defeated, M. Mendés-France could, 
like General de Gaulle, have tried to use 
his undoubted prestige and popularity 
to organise a Rally. He chose instead 
to reform and modernise the Radical 
party—a Sisyphean task as Mr Werth 
points out. In any case, M. Mendés- 
France was given very little time as the 
general election was precipitated by an 
early dissolution. To counter this stroke, 
M. Mendés-France formed an alliance 
—the Republican Front—with the 
Socialists. No group emerged from the 
election with a majority and M. Mollet 
formed the first government of the new 
chamber. His first move was a disas- 
trous trip to Algiers, where he gave in 
to the colonialist diehards and abandoned 
the electoral pledge of the Front. M. 
Mendés-France remained for a time in 
the government as a prisoner of his 
electoral alliance. Then, however, he 
resigned and resumed his role of Cas- 
sandra, warning the rulers about the 
disastrous effects of their policies. But 
his voice fell on deaf ears in a period 
aptly described by Mr Werth as 
“ National Molletism,” an era of jingoism 
that is not yet at an end. 

All these events are vividly described 
by Mr Werth with a wealth of interesting 
detail drawn from French sources. But 
since Algeria has become the heart 
of the matter, he then shifts the scene 
to North Africa, where he himself spent 
a couple of months touring the three 
neighbouring countries. Thus, as Mr 
Werth’s title indicates, we get two books , 
in one. His impressions are always in- 
teresting and this Algerian travelogue is 
worth reading. Yet it distorts the pattern 
of the book. The reader is left with 
too many questions unanswered—for 
instance, about the Algerian war, its 
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impact on the French economy, the value 
of M. Mendés-France’s solution or his 
parliamentary prospects. Mr Werth 
may reply that his hero has not yet said 
his last word, while the North African 
conflict will, unfortunately, continue to 
dominate French politics for a long time 
to come. It is to be hoped that he will 
write a sequel—or rather two sequels— 
to his unfinished stories. 


At the Poles 


Arctic and Antarctic: a prospect of 
the polar regions. 

By G. C. L. Bertram. 

Heffer. 123 pages. 2Is. 


OR many weeks now the Antarctic has 
T ccusihennily been front-page news. 
This is unprecedented. It might be 
thought to be due to the improved com- 
munications of modern expeditions. But 
though that plays a part (and sometimes 
an unfortunate one), it is nevertheless 
true that at no previous time in the his- 
tory of the world has there been so 
much activity in the polar regions. And 
equally, as the handling in the daily 
press of recent polar events testifies, 
never has there been greater need for 
some proportion in interpreting this 
activity. 

This is really what Dr Bertram is 
setting out to do, and he does it very 
well in the short space he has allotted 
himself. No one is better qualified.. As 
Director of the Scott Polar Research 
Institute from 1949 to 1956 he was in 
touch with a wider variety of polar en- 
deavour than probably anyone else in 
the world. He has plenty of personal 
experience of both polar regions, where 
he has followed his calling as a biologist. 
These qualifications: matter greatly, be- 
cause his book is no geographical text- 
book, but both a very personal summary 
of many of the problems the high lati- 
tudes present and judgment upon them. 
He discusses ably such practical matters 
as clothing, rations, and the manage- 


ment of dogs, and touches upon 
the many different transport media 
that are now available. He writes 


interestingly on leadership and_ the 
psychological difficulties of keeping 
very close company with a small number 
of others for a long time. All 
this is enlivened by evident personal ex- 
perience, which is not however permitted 
to unbalance the judgment. Through- 
out he distinguishes three phases—the 
“pioneer” before 1914, the “ transition- 
al” between the wars, and the “modern” 
since 1945. The commonest failing to- 
day is to think of present developments 
in terms of the earlier phases. (Sir Ed- 
mund Hillary’s attainment of the South 
Pole is an obvious case in point.) The 
chapter entitled “ Polar prospect today ” 
moves on from the practical considera- 
tion of living and working in the cold 
to raise questions of motive and of 
politics that should be pondered by 
many outside the fraternity of travellers. 

The book is technically a second edi- 
tion of one first published in 1939, but 
it has been very considerably rewritten, 
with many new and excellent illustra- 
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tions. It is to be thoroughly recom- 
mended to all who take more than a 
passing interest in the events now filling 
the newspapers. 


Last Instalment 


Georgian Afternoon 


By L. E. Jones. 
Hart-Davis. 269 pages. 21S. 


N his last chapter, with his usual mix- 
I ture of gusto and detachment, Sir 
Lawrence Jones describes how he came 
late in life and almost by chance to the 


-joys and excitements of authorship. In 


describing his books and plays, he mod- 
estly stops short of his trilogy of recol- 
lections, which has brought him to the 
knowledge of a far wider public than 
his previous works can have given him. 
It is good to know, from what he says, 
that their success must have given him 
as much pleasure as it has done to his 
readers. 

The end of “An Edwardian Youth” 
left him just married and just going into 
business, with the first war ahead of 
him. His third book deals with the 
long years since then, and inevitably 
makes less of a consistent whole. The 
making of a man, well told, is always a 
story with a shape and an end; but, if 
that man, once made, has many interests 
and no one thread of activity through 
life, the picture defocuses when he comes 
to maturity. This lack of continuity is 
enhanced by Sir Lawrence’s very respect- 
able desire not to write about his family 
or his surviving friends, so that, as the 
years advance, the book deals less in- 
cisively with other people’s personalities. 
But the author’s strong and delightful 
character shines through from the first 
page to the last, as it did in his other 
two volumes. One of his main strengths 
as an autobiographer is that one likes 
him so much. 

Sir Lawrence has dealt with the prob- 
lem of form by giving not a continuous 
story but a series of studies based more 
on subject than the lapse of time: the 
war, which he saw as soldier and as 
prisoner, the City, deerstalking, birds, 
country life and shooting, such of his 
friends as are dead, and authorship. To 
those who read his earlier books, no 
commendation is needed; to new readers, 
one need only say that they have three 
pleasures ahead of them. At the end 
one feels that one has added to one’s 
acquaintance something completely new: 
a highly stimulating and individual man 
who enjoys all the traditional pleasures, 
but questions them all the time. 


Warts and All 
A Portrait of Lord Nelson 


By Oliver Warner. 
Chatto and Windus. 372 pages. 30s. 


ELSON was born on September 29, 
1758, and the year of the two hun- 
dredth anniversary of his birth was not 
likely to pass unnoticed by naval his- 
torians and biographers. Mr Warner is 
in the van, and has written a book, 
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which, although it adds little of import- 
ance to our information about Nelson, 
does present a portrait of the man, and 
the admiral, that will be read with profit 
by both the specialist and the general 
reader. As the author himself says, the 
biographer of Nelson must work on 
material that has been long and widely 
known ; even if, like Mr Warner, he has 
had access to unused material, he must 
beware of giving undue stress to the 
trivial merely because it is new. This, 
and all the other perils that beset the 
course of the biographer of a genius who 
has been the subject both of unrestrained 
idolatry and sweeping moral condemna- 
tion, are skilfully avoided. 

As an admiral, Nelson has two main 
claims to fame. He believed that annihi- 
lation of the enemy was the only real 
victory, and he established a new stan- 
dard of leadership based on his own high 
courage and unique ability to inspire 
the devotion of his subordinates. Along 
with these virtues went faults which Mr 
Warner does not conceal: vanity ; a ten- 
dency to unnecessary heroics ; and, on a 
lesser scale, that professional fault of 
which one suspects most admirals are 
guilty—of interfering too much with the 
working of his flagship. Nelson’s early 
career and the three great victories of 
the Nile, Copenhagen and Trafalgar are 
well described, and the general naval and 
political background deftly filled in. 
Nelson’s achievements would have been 
impossible without the support of his 
seniors and the skill and gallantry of his 
subordinates. Among these, Mr Warner 
singles out St Vincent and Captain 
Foley. Until Copenhagen, St Vincent 
regarded Nelson as an eccentric genius, 
not necessarily fitted to take the long 
drawn-out strain of commander-in- 
chief in the Mediterranean; but the 
maintenance of the health and morale of 
his men, and of the efficiency of his 
ships, during the years of unbroken 
watching off Toulon proved that Nelson 
possessed qualities of administrative 
energy and skill equal in value to his 
capacity for tactical leadership. 

Mr Warner’s treatment of Nelson’s 
private life is equally well-balanced. He 
shows that Nelson had at least one other 
mistress before Lady Hamilton and, by 
a skilful use of Nelson’s letters to Emma, 
how she satisfied his passionate and 
romantic nature in ways beyond the ken 
of his timid and placid wife. New light 
is thrown on the attitude of Sir William 
Hamilton to Nelson’s relations with 
Emma. Hamilton was a man of the 
eighteenth century world, who had 
virtually bought Emma from his nephew, 
Charles Greville, and was under no illu- 
sions about what was involved in marry- 
ing a highly successful courtesan much 
younger than himself. He seems to have 
found a curious consolation in being 
supplanted by Nelson, for whom he had 
the strongest admiration and affection. 
Nothing, however, can hide the suffering 
which Nelson’s infatuation inflicted on 
his wife; nor can one overlook the 
hypocritical blindness it produced. 

The book is well provided with illus- 
trations and battle-plans, but its inade- 
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quate system of references is frustrating 
to anyone wishing to follow up the 
sources of Mr Warner’s information. 


A Poet’s Symbolism 


W. B. Yeats and Tradition 
By F. A. C. Wilson. 
Gollancz. 286 pages. 25s. 


HE publishers assert this to be “as 
T finely imaginative a piece of zete- 
tics ” as they can recall. For the reassur- 
ance of those whose Greek is rusty or 
non-existent, this merely means that Mr 
Wilson is an investigator rather than an 
evaluating critic, and a very thorough 
and enthusiastic investigator, too. His 
contention is that the right interpreta- 
tion of Yeats’s poetry and drama depends 
upon a knowledge of the tradition within 
which the poet was - working—that 
ancient system of myths and symbols 
which has a wider provenance than the 
Christian scheme of imagery. Yeats 
never came to terms (as Blake eventually 
did) with Christianity, so one source of 
traditional symbols was virtually closed 
to him; but he could not be content 
with a private, arbitrary symbolism, and 
therefore had recourse (like Blake in his 
experimental years) to the esoteric tradi- 
tion of Platonism, Neo-platonism, cabba- 
listic and alchemical learning. Yeats 
added to this amalgam Celtic folklore 
and various theosophical doctrines. 

There has been some inclination on 
the part of critics and ordinary readers 
to dismiss this “system” of his as a 
farrago of fantasies, apt enough for the 
poet’s purposes, perhaps, but highly 
eccentric and not worthy of prolonged 
consideration. Mr Wilson scores over 
these critics in being a devotee not only 
of Yeats but of “the perennial philo- 
sophy.” His book is therefore serious in 
the best sense. He does really believe 
that symbolism of an archetypal kind 
conveys truth ; for him, the poet’s vision 
of the human spirit, its progress and 
destiny, has a vital importance for every- 
man, and therefore it is worth finding 
out the exact significance of his terms. 
Certainly Mr Wilson’s researches—con- 
centrated on five late plays and a handful 
of poems—do reveal an extremely intri- 
cate pattern of meaning. Those people 
who read poetry in the same temper as 
the orthodox devout search the scrip- 
tures will be rewarded ; they will find 
philosophy and doctrine latent in the 
dramatic and lyrical utterances. 

Yeats was a poet who took most 
earnestly his function as vates and seer. 
If he and Jung are right in their belief 
that archetypal symbols exist in the 
collective unconscious, then the response 
of the reader to traditional symbolist 
poetry should be deep, immediate and 
intuitive. How far is it necessary or 
desirable to expound the symbolism, as 
Mr Wilson so painstakingly does? A 
valid answer would be that since Yeats 
wrote for initiates as well as for the 
general public, the correct interpretation 
of his writings was not a matter of indif- 
ference to him; it can also be urged 
that his intimations of immortality were 
far too valuable to be misunderstood by 
reason of negligence and ignorance. 
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Farflung Fur Empire 
The North West Company 


By Marjorie Wilkins Campbell. 
Macmillan. 295 pages. 35s. 


HE Trans-Canada Highway is not yet 

complete, but nearly a hundred and 
fifty years ago a trans-continental canoe 
route reached from the St Lawrence 
3,000 miles overland to the Pacific coast. 
It was the lifeline of Montreal’s com- 
mercial empire, organised and operated 
with extraordinary efficiency and enter- 
prise by the loose-knit and kaleidoscopic 
partnership of fur-trader explorers, 
whose story is told in this book. It is 
a story of fantastic adventure and high 
achievement. The Nor’ Westers, as 
remarkable a group of men as any in 
either history or fiction, rolled back to 
the Arctic and the Pacific the map that 
the French explorers had left in 1763 
when New France became a British 
colony. They laid the foundations of 
modern Canada by establishing the east- 
west axis of the St Lawrence across the 
northern half of the continent. They 
played an important part in the 
“ struggle for the border ” as the United 
States expanded westward. 

They were entrepreneurs on a mag- 
nificent scale, who used the Indian 
canoe, dog sled, snow shoe and pemmi- 
can to build a trading system that 
distributed tons of trade goods from 
London right across the continent to 
Arctic and Pacific posts and returned 
argosies of rich furs. Their gay and 
hardy Canadian voyageurs paddled the 
great brigades of canoes from the St 
Lawrence across the continent, trans- 
porting tremendous loads past falls and 
rapids and over the heights of land 
separating the great river systems that 
served them as highways. It was a 
formidable task to organise supplies of 
food and trade goods along the route 
and to meet requirements at posts 
thousands of miles, and as much as two 
years, away. The costs were enormous, 
involving problems of overheads that 
drove competition to cut-throat and 
ruinous extremes, and forced, in the end, 
a merger in 1821 with the Hudson’s Bay 
Company, which had the advantage of 
the much shorter routes to the interior 
from “The Bay.” The successes and 
limitations of the North West Company 
provide fascinating illustrations of many 
contemporary problems of enterprise, 
competition and monopoly. 

Mrs Campbell has gathered into a 
unified whole scattered material about 
the company, supplementing documents 
and studies already available with new 
material. Based on firsthand sources 
and personal explorations of the Nor’ 
Wester’s posts and routes, her record 
is.a lively one; she brings to vivid ‘ife 
the dramatis personae of the economic 
and political processes with which she 
is concerned. She is clearly fascinated 
by the Nor’ Westers and their exploits, 
and her account of the clash with the 
Hudson’s Bay Company is frankly 
partisan. The book’s readability is 
increased by the fact that its documenta- 
tion is relegated to a brief “Note on 
Authorities”; this shows how sub- 
stantial is the research it is based on. 
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the novelist, in collabora- 
tion with D. H. Young (for 
twenty years Gulbenkian’s 
secretary), presents the in- 
side story—much of which 
even the family cannot 
know — of the fabulous 
Calouste Sarkis 


Gulbenkian 


universally known as “ Mr 
Five per Cent.” Ina brilliant 
series of flashlight pictures 
John Lodwick gives an ex- 
ceptional interpretation of 
this fantastic man, his fam- 
ily and his vast commercial 
empire. 
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THIS MAN SELLS “WEE DRAMS OF POETRY” 


Sir Henry Ross, Chairman of the Scotch Whisky Association, 
knows that international advertising is an absolute must 

for a spirited export sales programme. It’s no wonder Scotch 
whisky is one of Britain’s leading dollar earners. 

Time, The Weekly Newsmagazine, New Bond Street, London W.1. 


MADE IN BRITAIN ...SOLD AROUND THE WORLD... advertised in TIME! 
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AMERICAN SURVEY is prepared partly 
in the United States, partly in London. Those 
items which are written in the United States 
catry an indication to that effect; all others are 
the work of the editorial staff in London. 








Beyond the Recession 


WASHINGTON, DC 
T is now widely accepted that the President’s economic 
advisers are genuinely confident about the outlook for 
business, and that the optimism expressed in the 
Budget and in the Economic Report is not just window- 
dressing to bolster public confidence. The optimism comes 
opportunely. It is now a foregone conclusion that unem- 
ployment this month will reach a postwar record of about 
4 million ;. industrial: production has fallen 6 per cent since 
August ; personal incomes, although they have dropped 
far less steeply than mine and factory output, are already 
off nearly $4 billion at annual rates, or slightly over 1 per 
cent. - With further downward pressures to be expected 
from. the declining rate of business investment in plant 
and equipment, from exports, and probably from additional 
liquidation of stocks, the situation would, on the face of 
it, invite concern, 
’ But the President’s advisers are confident, not only that 
the recession will be halted, but also that it will be halted 
by the third quarter of 1958 at the latest, and their reason- 
ing is rather widely accepted in private economic 
circles. They start with what appears to be a fairly recent 
factual discovery: that the combined effect of defence 
spending and of business spending on plant and equipment 
determines business policy on stocks (leaving out the special 
case of automobiles). 
They conclude that, 
thanks to defence 
orders, this effect will 
ecome positive early 
in 1958. Thus the 
liquidation of stocks, 
which has accounted 
for the bulk of the 
decline to date, will by 
this reckoning soon 
cease, and the very 
arithmetic of national 
income accounting will 
produce an upturn in 
the economy. That is, 
a shift from the liquida- 
tion of stocks at an 
annual rate of $3 billion 
in the last quarter of 
1957 to, say, a neutral 
position by the second 
quarter of 1958, with 
stocks neither rising 
nor falling, would be - 
the equivalent of a 
$3 billion stimulus for. . 
the economy. In prac- 
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tical terms, it would mean, for example, an operating rate 
for steel of perhaps 75 per cent of capacity instead of the 
recent 60 per cent ; it would mean that workers were being 
rehired and incomes rising again. 

That is the reasoning in its most general terms. The 
analysis escapes what appears to be one important flaw by 
concentrating on defence orders rather than on actual 
spending for defence. This is not expected to be large 
enough this year to offset entirely the estimated decline in 
plant-and-equipment spending in dollar terms. But new 
defence orders, financed with both old and new appro- 
priations, will be nearly 100 per cent larger in the first half 
of the calendar year 1958 than they were in the last half of 
1957, and for the whole of 1958 will be about $23 billion 
compared with $17 billion for the whole of 1957. This rise 
should have important secondary effects on stocks. 

- To support their analysis, the Economic Report and the 
Budget mention other upward forces: a certain increase in 
state and local government spending on such things as 
highways which, together with defence, will mean that 
total government outlays, even in dollar terms, will rise 
more than business investment will fall; the impact of the 
new technology as a factor in slowing up the decline in 
business investment; the rise in the population which 
requires, in effect, that consumers continue to spend a high 
portion of their incomes 
(people cannot defer 
expenditures with a 
new baby in the house); 
the present and pros- 
pective strength of 
residential construction, 
bolstered by a recent 
: government decision to 

F INDUSTRIAL relax credit standards 

; PRODUCTION for federally insured 
ae mortgages ; and finally, 

*New basis easier money. The 
Administration’s ad- 
visers, discussing the 
report, let it be known 
that they were dissatis- 
fied with the help 
provided by the central 
bank and that they felt 
money should be made 
much easier. These 
views were expressed 
before the latest 4 per 
cent reduction in the 
discount fate amn- 
nounced on Tuesday. 
But, adequate or not, 
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the shift in monetary policy up to now has already produced 
what is probably the steepest rise in bond prices in history. 
The new reduction in the discount rate still leaves some 
questions about how aggressively the central bank will 
pursue easier credit, but it can be expected to step in with 
even more dramatic action if the economic statistics 
continue to be gloomy. 


GAINST this background of confidence in the immediate 
A outlook, the Budget and the Economic Report have 
each provided an interesting, and somewhat ironically 
timed, assessment of the nature of the problems the country 
is likely to face after the recession ends. In the Budget the 
President has proposed perhaps his first genuinely Republi- 
can programme: he has asked for a significant degree of 
disengagement from the welfare state. While details have 
not been supplied in all cases, the proposal as a whole is 
striking. Under it the President would actually reduce 
present programmes, or shift their financing to state and 
local governments or to private sources of credit, in the 
fields of farm subsidies, benefits for ex-servicemen, aid to 
the needy aged, rural electrification, slum clearance, hospital 
construction, improvement of rivers and harbours, military 
housing and vocational education. 

The savings to the federal Budget from these changes 
would not begin to materialise until 1960, but that is also 
the year when the growing defence programme will demand 
significant increases in actual spending. The President 
appeared to be saying, though not in so many words, that 
future spending on national security is going to eat up all 
the revenues produced by an expanding economy at present 
tax rates and that, therefore, only a genuine retrenchment 


in domestic programmes offers any hope of future tax 
reduction, 


It goes without saying that the chances of Congress 
accepting these proposals are practically non-existent. It is, 
to begin with, an election year and no members, outside of 
a handful of orthodox Republicans, would be happy about 
cutting “civil benefits ” which affect large numbers of voters. 
Moreover, the Democratic party, which controls Congress, 
prides itself on having invented most of these programmes 
and will scarcely care to preside over their liquidation or 
limitation. As in almost every case a positive act of Congress 
is required to effect the change, the power of delay enjoyed 
by the chairmen of committees is alone enough to block the 
way. Nevertheless, the President’s suggestions, coming at 
a time of economic decline, when theoretically he should 
want to increase rather than decrease federal spending, are 
a significant measure both of his confidence in the imme- 
diate economic outlook and of his belief that only reductions 
in domestic programmes can halt a perpetual rise in govern- 
ment spending. 

Although the Economic Report was written at a time of 
recession, the problem it stresses is inflation, and specifically 
wage inflation. The report itself rejects the argument of 
organised labour that large wage increases are the 
best way out of the recession. In discussing the 
report, the President’s advisers were even more emphatic. 
They let it be known that they feel that excessive wage 
demands, if successful, could be the greatest impediment to 
recovery. They fear that further increases in prices would 
stimulate consumer resistance on the one hand, and a 


resumption of monetary restraint by the central bank on 
the other. 
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The President’s advisers explicitly accept the possibility, 
even the likelihood, that this year will see a recession accom- 
panied by rising prices. More gloomily, they foresee the 
possibility that governmental action to check creeping infla- 
tion—which they believe should and must be checked—will, 
more or less permanently, keep the economy less than fully 
employed and growing less rapidly than it could and should. 
They do not pretend to know the solution. But there is 
little doubt that their concern about this problem of com- 
peting claims for income pressed by powerful private 
interests—business corporations as well as trade unions— 
is as great as their worry about the current contraction in 
the economy. It is an anxiety not confined to Washington. 


Republicans Down to Earth 


i the 40,000 Republicans who met on Monday at 44 
banquets in 27 states to gather strength for next 
autumn’s congressional election campaign and to celebrate 
the fifth anniversary of President Eisenhower’s inauguration, 
the speech by him which was televised to them all from 
Chicago must have typified the disappointment and frustra- 
tion which those five years have brought to the party 
faithful. The occasion was supposed to inspire the 
Republicans for what they all know will be the uphill—and 
many believe the Sisyphean—task of winning control of 
Congress on November 4th. But Mr Eisenhower’s prescrip- 
tion for victory was not even realistic: to define in simple 
terms what the party stands for—as if the disunited 
Republicans could agree on any terms—and to sell the party 
to the voters on its record of bringing the country peace. 
prosperity and strength—a record which did not help its 
congressional candidates much in 1954 or 1956 and most of 
which is now of doubtful validity. 

Even worse, from the politicians’ point of view, the 


President asked that the great issue which moves Americans 


today—the question of the national security—be kept out 
of the election campaign. But while he took this statesman- 
like attitude above the party struggle, his closest adviser, 
Mr Sherman Adams, giving another of his famous demon- 
strations of the split Republican personality, came right 
down to earth, and deep into the political mud, by bitterly 
blaming the Democrats for every American setback in the 
international field since Pearl Harbour, particularly—and 
with some justification, since they were in charge of the 
Congress which cut appropriations last year—for the recent 
reductions in military spending. 

The President, struggling to balance his Budget, had 
already shown himself out of touch with the facts of political 
life by his proposals for reducing farm price supports and 
outlays on electricity and water development and other 
public works, which will be particularly damaging to his 
party if the present economic recession lasts long enough 
to become another of next November’s great issues. Already 
Republicans in Congress are protesting against these policies, 
particularly those from western states where feeling runs 
high on such matters and where the Democrats are counting 
on many election victories. But they are counting 
on victories everywhere and, to judge from the unusual 
number of Republicans who have decided not to defend 
their seats this year, there is real need for Vice President 
Nixon’s exhortation to his party not to be defeatist. 
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Mr Reuther’s New Model 


N originality and breadth of mind Mr Walter Reuther, 
I the head of the automobile workers’ union, has no 
trade union rival; as an expert in public relations he is 
also unique. This year’s proposals to the motor industry 
are well up to the standard of daring he has set in the 
past, but they have an unsubstantial air compared with 
the solid innovations already to Mr Reuther’s credit as 
a result of previous negotiations: the five year contract 
agreed in 1950 to preserve labour peace, regular increases 
to cover rises in productivity and the cost of living, and 
a much modified form of the guaranteed annual wage. 
1958 was to be the year of the four-day week for five 
days’ pay but, with the recession and a poor outlook for 
car sales, that model was clearly a non-starter, even though 
it appeals to some trade unionists as a device to “ share 
the work.” The four-day week is all too likely to come 
this year, but accompanied by only four days’ pay. 

Instead, the agile Mr Reuther has wrapped up his wage 
demands in a startling suggestion to the “big three” 
producers: that they should share their “ excess profits ” 
—defined as profits before taxes, but after retaining 
IO per cent on net capital—with their workers and custo- 
mers. The two small firms have no profits worth sharing. 
Without going into the problem of how the companies 
would pay their taxes—a sign perhaps that the proposal 
is not to be taken too seriously—Mr Reuther proposes 
that 25 per cent of the “excess profits” go to the firms’ 
workers and 25 per cent to buyers of cars, leaving 50 per 
cent for stockholders and executives’ bonuses. The 
managements may protest that this would be inflationary, 
alien to free enterprise and an invasion of their rights of 
property but Mr Reuther has taken the opportunity to 
publicise once more his sense of social responsibility. 

The striking wrapping around the wage package may 
divert attention from the fact that its contents are unsen- 
sational. A demand for an increase of 10 cents an hour 
is justified as non-inflationary on the grounds of increased 
productivity in general and on the score that purchasing 
power must be raised to float the country out of its 
recession. Timely additions to the unemployment benefits 
paid by employers to supplement state benefits are also 
sought. But the fact that the motor workers are only 
thinking in terms of a year’s contract—the one which 
expires in June was for three—is a sign that Mr Reuther 
does not expect much of it and hopes to return to the 
bargaining table with stronger cards in 1959. 


Case for the Army 


FROM A SPECIAL CORRESPONDENT 


IEUTENANT-GENERAL GAVIN’S publicised retirement from 
cE the Army, as well as from his post as chief of research 
and development, was the result of his profound discour- 
agement at the defeat of his cherished plans for a sturdier 
defence system for the United States. The Army is still 
committed to the programme for increasing its mobility 
and flexibility, with light weapons of great firepower and 
much more efficient transport and communications, but 
this is certainly not being implemented as rapidly as was 
recommended. General Gavin expressed views which 
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other forward-looking officers have not yet brought them- 
selves to state publicly, but which seem likely to be elicited 
from them in the coming congressional hearings on the 
defence budget. 

Last year civilian support for the thesis of these officers 
came from Dr Kissinger of Harvard, whose book “ Nuclear 
Weapons and Foreign Policy” aroused interest in un- 
expected quarters. Like the Army’s spokesmen, he believes 
that, because of the deterrent powers of the great missiles, 
a limited war is now likelier than an all-out war, and that 
preparations must be made accordingly. Others have 
pointed out that the impressive anniversary parade in 
Moscow last November revealed fourteen new weapons 
intended for the use of the Russian ground forces, some 
superior to corresponding western types. This proved that 
the Soviet Union, undeniably bounding forward with the 
massive weapons, is also providing radical improvements 
for the traditional forces. 

Critical analysts of the budget for the coming fiscal year 
point out that the additional sums in it for defence are 
almost all going to massive weapons and related equipment. 
New contracts worth about $41.1 billion will be negotiated 
and actual military expenditures are estimated at $39.7 
billion, against $38.8 billion now estimated for the current 
year which ends next June. Of the grand total, $3.3 billion 
will be spent on missiles, almost half on the big ballistic 
ones ; missiles will get almost half as much as all aircraft 
combined and about a quarter of all the money for pro- 
curement will be devoted to missiles, compared with only 
2 per cent in 1953. 

The need for this additional expenditure is not 
questioned, for these are both the great deterrents and the 
means of massive retaliation. But in spite of the arguments 
in favour of maintaining readiness for limited war as well, 
the traditional forces are now losing much of what they had 
—one Army division (leaving only fourteen), a score of 
Air Force wings (mainly tactical wings supposedly replace- 
able by missile squadrons), a number of naval units. 
Moreover, there has been a slowing-down in procurement 
of many of the weapons and instruments which are essential 
to the “ modernisation” which has been announced for 
the Army. It is getting its new M-48 tank at half-speed— 
only two hundred in the year, with five hundred going to 
allied countries ; only half as many of the new armoured 
personnel carriers, which are essential to the Army’s much 
publicised mobility, are arriving as had been expected ; 
there is no sign of the needed addition to air transport ; and 
the new all-purpose machine-guns and light rifles are being 
delivered too slowly by Army standards. All this adds up 
to a far lesser degree of combat readiness than the Army 
had contemplated in its planning ; allotted $8.9 billion in 
the new budget, it is the only service which is getting less 
than last year. Even the reserve elements are to lose 
70,000 men—and this may in fact bring more complaints 
from Congress than the more serious criticisms, for the 
reserve organisations have much influence on the legislators. 


VEN though spending on research by the services is 
E up by over 10 per cent next year, to $2.1 billion, 
there is a feeling that the emphasis on having intermediate 
range missiles by 1959 and inter-continental ones by 1960 
has led to some forgetfulness of both 1958 and of, say, 
1968. The Army is now getting Hawks and Corporals ; 
but it ought to be developing a new and improved version 
of the Hawk, and moving faster towards the coming 
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Sergeant. Moreover, the critics hold, it should also be 
doing active research and early development work on 
weapons not even clearly predictable now—precisely as it 
ought a few years ago to have been much more vigorously 
at work than it then was on the marvels now coming into 
existence. This applies particularly to wholly new atomic 
weapons and, interestingly enough, not to bigger ones, but 
to smaller ones. 

With all the talk of thermonuclear megatons, the public 
has got into the habit of thinking that a mere kiloton of 
explosive power—Hiroshima’s bomb had seventeen kilotons 
—is hardly worth developing, although one thousand tons 
of high explosive in a single package would have been 
regarded respectfully in pre-Hiroshima days. The fact is 
that an enlightened Army, thinking of mobility and 
flexibility and swift punches at just the right spot, could 
make very good use of a nuclear weapon of one-tenth or, 
better yet, of one-hundredth of a kiloton—and the atomic 
technologists are now making these possible. Such weapons 
could have great, although as yet unassessable, advantages 
of price, of transportability, of flexibility in the field and of 
enabling opportunities to be exploited swiftly. 


Fair Play for Communism 


OR seven years the Subversive Activities Control Board 

has been holding superficially superfluous, but legally 
necessary, hearings to determine whether the Communist 
party is a “communist-action organisation” under the 
Internal Security Act, and whether it should be required 
to register as such; if the party loses, it will have to 
make public its list of members, who will then forfeit their 
rights to passports and other privileges. Twice the board 
has found against the party ; twice its decision has been 
upset in the courts. The first time the Supreme Court, 
without ruling on the constitutionality of the Internal 
Security Act, decided that three of the government witnesses 
were “tainted” and untrustworthy. Last week the Court 
of Appeals in Washington decided that the Supreme Court’s 
ruling in the Jencks case applied to hearings before adminis- 
trative boards as well as to court trials and that it had not 
been observed by the board. 

Mr Jencks was a trade union organiser who was convicted 
of filing a false anti-Communist affidavit under the Taft- 
Hartley Act. When the case came to the Supreme Court, 
it decided that he must have a new trial; his lawyers 
had not been able to test the veracity of the witnesses against 
him by comparing their testimony in court with their reports 
to the Federal Bureau of Investigation. The Department of 
Justice has now dropped the case against Mr Jencks, not, it 
maintains, because it was unwilling to comply, but because 
meanwhile the chief witness against Mr Jencks, the informer 
Mr Harvey Matusow, had recanted. 

The judges last week decided unanimously that “ simple 
justice, the requirements of fair play,’ demanded that 
lawyers for the Communist party should have access to the 
reports of Mrs Mary Markward, one of the government 
witnesses, who was an agent for the FBI from 1943 to 1949, 
and whose memory and reputation for truthfulness were 
questioned. If this decision is not over-ruled by the Supreme 
Court the government will have the choice of producing 
these reports or dispensing with Mrs Markward’s testimony, 
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and the SACB the prospect of starting a third round of hear- 
ings which, if they prove nothing else, show that today the 
courts guard the rights of Communists as zealously as those 
of any citizen, 


EXPLODING CITIES—II 


Race Against Decay 


FROM A SPECIAL CORRESPONDENT 


ow to make urban pastures greener than suburban 
H ones has become a major concern of city fathers 
throughout America. In order to stem the flight to the 
suburbs, and to lure taxpayers back to the blighted cities, 
new glass and steel office buildings are rising airily in many 
downtown districts for the first time in twenty years. 
Jungles of slums have been replaced by cultural centres 
surrounded by trees and grass and by garden flats to 
attract parents as good places to bring up children. Pro- 
posed through-roads, loops, and cloverleaves promise to 
sweep away decaying commercial districts while bringing 
life-giving business to the languishing tradespeople in the 
centres of the cities. 

These are shining prospects, but unfortunately cities still 
appear to be deteriorating faster than they can be rebuilt. 
The process of bringing order out of metropolitan chaos 
seems to be a bootstrap operation, involving enormous 
amounts of the things most lacking in today’s cities— 
money, housing, unencumbered land and strong adminis- 
tration. Considerable skill with the crystal ball is also 
needed, since mistakes in urban planning, once they are 
cast in steel and concrete, are extraordinarily durable as 
well as costly to correct. They inevitably freeze the shape 
of the city for years to come. . 

The belief is growing that, to succeed, rebuilding plans 
must consider the whole community. But money on this 
scale is hard to find. Redevelopment schemes are plagued 
by disputes over responsibility: should they be public or 
private, state or federal ? There is no politically powerful 
urban block to champion “ urbiculture,” and farms and 
highways receive considerably more public support than 
cities do. The federal government has left few sources 
of revenue for the local communities to draw upon, to 
replenish treasuries suffering from the effect of blight upon 
the tax yield. Aid from the states would be highly desirable, 
but most State Legislatures are dominated by rural interests 
which are unmoved by the plight of the cities. Nor are 
the prospects promising for large-scale private investment 
until cities can be put on a paying basis. Federal sub- 
sidies for the construction of highways and, to a lesser 
extent, for public housing provide much needed money, but 
these are piecemeal schemes ; for lack of a comprehensive 
plan, they may increase rather than diminish the pressure 
of traffic and population in areas where it is least wanted. 

The federal urban renewal programme, authorised in the 
Housing Act of 1949, has been the chief hope of a nation- 
wide effort to rescue stricken cities. It offers various kinds 
of financial aid to enlist both government and private enter- 
prise in a simultaneous attack on urban blight and housing 
shortages. In order to qualify for assistance, cities must 
produce for federal approval a master plan for developing 
the community as a whole, including proposals for re- 
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constructing existing slum areas and preventing future ones, 
by adopting adequate building codes. A total of $1.3 
billion has been appropriated by Congress for this pro- 
gramme, but the White House has been suspected of con- 
siderably less enthusiasm for it than Congress, which itself 
has just been besieged by hard-pressed city Mayors seeking a 
ten-year “ rock bottom ” programme of $350 million a year 
and an increase in federal participation from two-thirds to 
four-fifths of the cost of renewal projects. 

While the Mayors were expressing their conviction that 
healthy cities were quite as important to the country’s 
welfare as outer space, the release of this year’s “ missile ” 
budget dropped an additional bomb on the exploding cities 
by proposing a reduction in federal aid during the next 
six years to $200 million a year, at the same time cutting 
the federal subsidy for individual projects to one-half. 
Congressional supporters of urban renewal predicted that 
this would effectively kill “ an already crippled programme ” 
and that Congress would produce its own plan. 

The urban renewal scheme provides capital grants to 
cover two-thirds of the net cost of acquiring and clearing 
slum properties, which are then resold to private interests 
at a loss for redevelopment assisted by government-insured 
mortgages. Up to November 3oth, a total of $975 million 
in capital grants had been reserved for 476 renewal projects 
in almost 300 cities, the projects ranging up to $40 million 
in cost and several hundred acres in scope. So far, Phila- 
delphia leads in the completion of urban renewal projects 
using federal funds. The main drag on progress is the 
years needed to buy the land, since the money cannot be 
released by the government until then. In the meantime, 
costs mount, sponsors lose heart and those opposed think 
up legal difficulties. 


HILE Washington provides incentives and tools, the 
WY initiative must come from the cities themselves and 
depends on an intrepid mayor, actively supported by busi- 
nessmen, civic organisations, brave investors and ungrudg- 
ing taxpayers. This combination is rare in today’s hard- 
pressed cities. However, the rewards of successfully re- 
versing the process of decay are varied and dramatic. In 
New Haven the $200,000 now spent for police, fire pro- 
tection and welfare in a 42-acre slum area will be halved 
when the project is completed, while revenues will be almost 
tripled. In Chicago, the clearance of a district of residential 
slums for industrial development will pay for itself in two 
years. At Columbus Circle in New York, the giant 
Coliseum exhibition hall has turned a former slum into a 
world attraction. In a different kind of project in New 
York tall buildings now house twice as many families 
spaciously as the previous squalid tenements did with a 
family to a room. 

The shortage of adequate housing for people with low 
incomes is a major obstacle to urban renewal. Inhabitants 
of areas slated for clearance must be rehoused, but this is 
not easy when an estimated 400,000 persons a year are 
flooding into the big cities looking for jobs. Mr Wagner, 
the Mayor of New York, pointed out to a congressional 
committee that a single housing development used up 


_ almost two-thirds of a normal year’s quota of federally 


subsidised public housing, but eliminated only about 1 per 
cent of the city’s poorest dwellings and improved only 
26 out of its 2,000 acres of slums. No additional public 
housing is provided in the Budget for the year which begins 
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in July, though more liberal mortgage facilities are recom- 
mended to help displaced families find private housing. 
But if they can find no better place, they go to other slums 
and thus spread the blight. 

There is reported to be a trickle of people back to urban 
life and a growing disillusionment on the part of some with 
suburban life. Decisions now as to what kind of buildings 
are built and what kind of transport is provided will deter- 
mine to a large degree who comes and how. “ High rise ” 
luxury apartments attract older, wealthy couples, and “ low 
rise ” garden apartments appeal more to younger ones with 
small children. Already the personality of the American 
city is changing as its inhabitants change. There has been 
a decrease in manufacturing jobs and an increase in ser- 
vice jobs in advertising, law and finance. The suburbs 
can never compete with the city as a breeding place for 
dollars or as a meeting place for all kinds of people, for the 
cross fertilisation of ideas. 


Railways Without 
Passengers? 


HIRTY railway presidents marched up Capitol Hill last 
week to warn Congress that bankruptcy was the 
industry’s destination unless the government came to its 
rescue. They marched down again without anything much 
more substantial than sympathy. But they left in the lap 
of Congress a whole casebook of chronic ailments which 
have become acute with the falling revenues from freight 
which are characteristic of a recession. The eastern rail- 
ways which have to carry heavy deficits, even in prosperity, 
on passenger and particularly on suburban traffic, are 
especially hard hit. In the country as a whole, the railways 
lost nearly $400 million on passengers last year. The Penn- 
sylvania Railroad, the largest in the country, expects a total 
deficit of $5 million in 1958 and smaller lines are propor- 
tionately worse off. Maintenance and re-equipment are 
having to go by the board, a vicious circle which loses more 
traffic. 

The railways want Congress to relieve them of the rigid 
regulation befitting the monopoly they once were, which 
simply cripples the lines now that they carry less than half 
the country’s freight and only about a third of its passengers. 
Today the Interstate Commerce Commission will not let 
them lower freight charges if this would take business from 


the lorries ; state regulatory agencies delay the abandonment 


of unprofitable services and empty stations (the New York 
Central has lost enough on one service, while its case was 
pending, to buy a new Chevrolet for each indignant com- 
muter) ; the railways are not allowed to diversify by taking 
to the air or to the roads, and often are refused permission 
to merge ; they are heavily taxed, but enjoy none of the 
free government benefits showered on the airlines and road 
hauliers, their bitter competitors. 

Greater economic freedom might satisfy the prosperous 
freight-carrying railways of the South and the West, but 
by itself it would not arrest the decline of most of the 
eastern railways, unless they are allowed to throw their 
passengers overboard, something which is inconceivable 
today, although it may come nearly to that in the end. Sub- 
sidies, either direct ones for suburban lines, or in the form 
of government aid to secure new equipment, are favoured 
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by most of the eastern lines. But government aid looks like 
the thin end of the wedge of government ownership to 
luckier railways. This may bedevil a solution when 
Congress comes to grips—as it soon must—with the prob- 
lem of whether the railways are worth saving. 


Cotton Helps Itself 


FROM A CORRESPONDENT IN ARIZONA 


RECORD number of 1,700 cotton men—farmers, 
A ginners, seed crushers, merchants and textile manufac- 
turers—gathered at Phoenix last week for the National 
Cotton Council’s annual conference, held west of the old 
cotton-growing belt for only the second time. While the 
womenfolk were being shown the young, fast-growing city 
of Phoenix and other attractions of dry, sunny Arizona, the 
men crowded into the conference rooms, lobbies and bars 
of the Westward Ho Hotel to consider how cotton could 
expand its markets. But not all the time ; the men, too, 
shared in the lighter side of events, notably a mammoth 
barbecue complete with Indian dancers and cowboy band. 

Since the war American consumption of cotton has been 
squeezed between two groups of competitors: on one side, 
the glittering and ever-changing array of durable goods— 
TV sets, refrigerators and electric mixers—all offered on 
easy payment terms; on the other, rayon and synthetic 
fibres and non-woven fabrics like paper, all backed by 
vigorous sales promotion and research. The result of this 
—and of the fact that spending on textiles, like spending 
on food, is relatively inflexible and does not go up pro- 
portionately with rising incomes—is that the American 
public has been devoting a smaller share of its total spend- 
ing to textiles generally than before the war and a smaller 
share of its spending on textiles to cotton fabrics. 

In the last year or two al] sections of the cotton business 
have begun to realise that more money must be found for 
sales promotion and research. It is hoped that the council’s 
expenditure on these can be doubled this year ; thanks to 
higher contributions from members, its receipts in 1958 will 
be nearly $2.5 million, compared with $1.6 million last year. 
The annual cotton fashion awards, national cotton week, 
and the Maid of Cotton are now to be reinforced by the 
launching of a national Little Miss Cotton, who will tour 
the country with a complete wardrobe of back-to-school 
clothes made out of cotton. 

The makers of rayon and synthetic fibres spend nearly 
five times as much on research as does the cotton industry, 
though the volume of their output is only half as large. More- 
over, these expenditures are concentrated among a few big 
companies, while cotton’s research efforts are widely 
diffused among hundreds of mills and other agencies. The 
council intends to initiate a special programme of research 
on behalf of the entire industry and, in company with other 
textiles interests, including producers of synthetic fibres, it 
is also seeking to expand the market for all woven fabrics. 
One suggestion is that the textile industry should take a tip 
from the makers of durable goods and, by more frequent 
changes of design, style and colour, quicken the obsolescence 
of its products. According to the head of one retail chain, 

it should be as important to change the draperies, 

upholstery and floor coverings as to discard a refrigerator 
that still runs perfectly. 


But the council is aware that none of these programmes 
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can be fully effective as long as cotton prices remain rela- 
tively high. Though rayon staple, the main competitor, 
sells at only a few cents a pound less than cotton, a study by 
the council suggests that, over about two-thirds of the 
market for cloth, rayon’s real price advantage to the spinner, 
after making allowances for differences in quality, cost of 
transport and wastage, is from six to ten cents a pound. The 
need for lower prices and the possibility, if this year’s crop 
is hit by bad weather as was 1957’s, of an acute shortage of 
good quality cotton prompted the directors of the council 
to take the unprecedented step of proposing a resolution on 
policy for growing and pricing of raw cotton; thanks to 
elaborate preparations behind the scenes, this obtained the 
support of all those present except for a minority of-farmers. 

The leaders of the council have in mind a system that 
would allow low-cost farmers to increase the land they may 
plant to cotton, if they are prepared to accept a substantial 
cut in the level at which the government supports cotton 
prices ; the high-cost farmers fear that this is the thin end 
of a wedge which would force them to stop growing cotton 
altogether. The Administration seems to be thinking along 
the same lines as the Cotton Council, to judge from the 
President’s agricultural message last week ; but reactions to 
it show that most Congressmen are in sympathy with the 
views of the high-cost farmers. 


SHORTER NOTES 


Senator Neely, the Democrat from West Virginia who 
died last week, will probably be succeeded by a Republican 
since the Governor of the state, who will appoint a successor 
te fill the seat for the rest of this session, is a Republican. 
But this is not so serious for the Democrats as it would have 
been a few months ago, before Wisconsin’s unexpected 
choice of a Democrat to take Senator McCarthy’s place 
gave them a majority of four votes ; they will still have 49 
seats to the Republicans 47. 


x * * 


The steel industry has long felt that there were draw- 
backs to its policy of assessing activity in the industry 
primarily by the percentage of capacity being used in a 
given week, since this figure varies not only with current 
output but with changes in total capacity ; for instance, on 
this basis an operating rate of 80 per cent this year would 
yield over 112 million tons of steel, 37 million tons more 
than would have been produced by operations at that rate 
in 1948. Therefore in future the American Iron and Steel 
Institute in its weekly figures will emphasise the actual 
tonnage produced and the index of 1947-49 production ; it 
feels that this method will] give a clearer picture of the real 
state of the industry. 


* * * 


This month has seen the peak of a campaign to induce 
all Americans under forty to have injections of the Salk 
vaccine against poliomyelitis. There are said to be 37 
million people in this age group who have had no injection 
at all and 44 million who have had only one or two instead 
of the necessary three doses. Meanwhile, stocks of the 
vaccine, remaining unused for six months or more, are 
being destroyed in large quantities, 


ar 


ES ‘ ‘ 
ee didiatladta.. ao 









iin ov ri 


ii ee wei Ti a lim ARR 


3 
; 
2 
# 
4 
a 


sah 


E 
i 
) 
A 

; 





0, erat etalk SOA 


THE ECONOMIST JANUARY 25, 1958 


315 


THE WORLD OVERSEAS 








Mr Pearson’s Cruel Choice 


FROM OUR CORRESPONDENT IN OTTAWA 


E debut of Mr Lester Pearson as leader of the Canadian 
Liberal party has intensified doubts whether interna- 
tional statesmen can turn into domestic politicians. Mr 
Pearson’s eventual choice as Liberal leader has been a lively 
possibility ever since he first went into politics in September 
1948 ; it has been a probability since 1952 when he refused 
to become Secretary-General of Nato and a virtual certainty 
since the Liberal defeat last June. One section of Liberal 
MPs and political organisers always preferred Mr Walter 
Harris, the former finance minister in Mr St. Laurent’s 
cabinet, because he could not be suspected of being aloof 
from the necessities of local politics; he was, however, 
eliminated last June when he lost his seat. 

The only rival contender for the leadership, therefore, 
(apart from Mr Maverick, the Presbyterian minister who is 
mayor and member for Portage La Prairie, Manitoba, and 
who received one vote) was Mr Paul Martin, the bilingual 
member from Windsor, Ontario, who was minister of health 
and welfare under both Mr Mackenzie King and Mr St. 
Laurent. Before last week’s Liberal convention he was 
expected to withdraw. Instead, he organised a reasonably 
impressive claque on the lines of American conventions, 
with large buttons and placards and bands, and he himself 
embarked on a formidable campaign of handshaking which 
proved he was no egghead. This put Mr Pearson in a 
difficult position right from the start. Canadian party con- 
ventions are held only when a new leader has to be chosen. 
This was the Liberals’ fourth since 1867. So the constitu- 
ency delegates, especially those from the more extroverted 
western areas, arrived eager to promote the influence of 
“ grass ” against “ brass,” as they liked to put it. Discontent 
with the central direction of the party from its Ottawa 
headquarters was natural after the election débacle. It led 
to the convention insisting on quadrennial policy conven- 
tions of the party organisation to meet outside Ottawa. 

With delegates in this mood and with Mr Paul Martin 
setting a tough pace in backslapping, Mr Pearson obviously 
felt obliged to put up a show for the grassroots too. Never- 
theless, his nomination speech still showed some of the egg- 
head. Things he really wanted to say were-stated as though 
in a diplomatic note, mainly by suggestion or implication. 
Mr Martin immediately followed with a characteristic fight- 
ing political speech. Mr Pearson was told he had been a 
flop, although it made no difference to the voting, which 
gave him a ten to three majority over Mr Martin. But he 
must have felt obliged to make an acceptance speech that 
proved him to be a fighting politician. He made that kind 
of speech. It appeared to please convention delegates, but 
a significant number of admirers regretted his determination 
to show he was not Adlai Stevenson. They picked on 
various twists which other politicians might have got away 





with and told him he should not try to be a stump orator. 

In this uncertain atmosphere, Mr Pearson had to face a 
cruel choice when he first appeared as Leader of the Opposi- 
tion in the House of Commons last Monday. The Liberals 
had their last chance to move an amendment of no con- 
fidence on a supply motion. The trouble was that if they 
framed a motion which the smaller parties, the CCF and 
the Social Credit, were likely to support, they could defeat 
the government and plunge themselves into a general election 
which the government wants much more than they do. 
The course Mr Pearson took was to move an amendment in 
terms which other parties could not accept and which the 
CCF leader, Mr Coldwell, ridiculed. Mr Pearson invited 
the government to resign and to recommend giving his own 
party a chance to form a government without an election. 
Mr Coldwell pointed out that the Liberals had told the 
Governor-General in June that they could not carry on the 
government, and since then they had lost two seats to 
the Conservatives. It was not surprising that no one voted 
for Mr Pearson’s amendment except 95 Liberals; 150 
members from all other parties voted against. 

But the vote was mere anticlimax. The real lesson, which 
seemed all of a piece with the story of last week’s convention, 
lay in the merciless slaughter of Mr Pearson’s first speech 
as Opposition leader. Mr John Diefenbaker gave a display 
of forensic oratory such as the House of Commons here has 
not heard in many years. He had correctly anticipated the 
main lines of Mr Pearson’s attack, which were the current 
unemployment and the alleged deterioration of foreign trade 
relations. There was admittedly plenty to mock at in the 
Conservatives’ uncertain course in pursuit of a fifteen per 
cent diversion of trade to Britain. But Mr Pearson had no 
fresh barbs to add to the goad, and he spent more time 
deploring the Conservatives’ attitude to the United States ; 
he even suggested that the new restriction on oil imports 
from Canada was a result of it. 

Here Mr Pearson was on much weaker ground and Mr 
Diefenbaker merely read extracts from the speech made by 
the Liberal leader at San Francisco last July, which appeared 
to say the same things he was now attacking the Tories for 
saying. Similarly, it was manifestly unfair to blame the 
Tories for the present unemployment, which is a result of 
the end of the boom and had been foreseen well before the 
Liberals left office. Mr Diefenbaker answered this case with 
a manceuvre which was devastating in debate but the pro- 
priety of which is being questioned. He read a confidential 
memorandum, written last March by some of the govern- 
ment’s expert advisers, which predicted the course events 
have now followed. Whether it was proper to produce a 
privileged document in this way may be uncertain. It was 
certainly unfair to present it as the government’s only official 
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advice, when at the time it was a highly contentious view 
bitterly opposed by the Bank of Canada and other economists 
who still considered inflation the greater danger. But as 
a weapon to destroy Mr Pearson’s first major attempt as a 
fighting political leader, it could not have been better. 

Mr Diefenbaker has scored his first overwhelming parlia- 
mentary success. His one disappointment is that he evidently 
will have to choose his own moment for dissolution. It 
might well come as soon as the business of the present 
session can be completed. There is only one major bill left 
and few departmental estimates. Once they are out of the 
way there is no reason to keep this parliament in being 
unless it is to meet for the new 1958 session. A minority 
government has become very tiresome both to itself and to 
most Canadians. - The Conservatives have such a good 
chance of securing an overall majority that they want to 
get the election over as soon as possible. On his opening 
form the Nobel prize winner and expert international 
negotiator will not present a very formidable challenge on 
the home front. 


Problems of a Dying 
Parliament 


FROM A CORRESPONDENT IN ROME 


T is in the last days of a dying parliament that the 
I inadequacies of a written constitution become apparent. 
As the second legislature of the Italian Republic draws to 
its end, the gaps in the constitution, which it behoved the 
government to fill, yawn dangerously at the feet of 
incautious politicians. The most serious lacunae, for the 
safety of this still fragile democracy, are the absence of a 
law establishing the procedure for a referendum and the 
non-existence of a Superior Council of the Magistracy to 
guarantee the independence of the judicature. Both 
institutions are prescribed in the constitution but, since 
the first is a check on the parliamentary majority and the 
second restrains the executive, the government parties have 
never found it in their interest to give them effect. Today, 
public opinion is alarmed on behalf of the independence of 
the magistrates. At the same time two issues have arisen 
which could call for a referendum, but instead of turning its 
attention to the matter, the government appears to derive a 
false sense of security from the fact that, without a law to 
implement it, the referendum does not legally exist. 

The two questions which could, in theory, be referred 
to a referendum are the reform of the Senate and the 
question whether or not intermediate range missile bases 
should be installed on Italian territory. The reform of the 
Senate is a constitutional law which may, if the request is 
properly formulated, be referred to a referendum within 
three months of its publication unless it has been approved 
in both houses by a two-thirds majority. Far from obtain- 
ing such approval the Senate Reform Bill has been sent 
back to the Senate from the Chamber so burdened with 
amendments that one illustrious jurist has questioned 
whether it may legally be considered the same Bill. The 
incipient conflict between the two houses is being turned 
to account by the Christian Democrats in an effort to induce 
the President to dissolve the Senate when the Chamber 
expires this year. The constitution provided that the 
Chamber should sit for five years and the Senate for six. 
When the first Chamber expired in March, 1953, a turmoil 
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arose in the Senate over the Electoral Reform Bill; the 
Speaker resigned, and President Einaudi dissolved the 
Senate and Chamber together. The attempt to make this 
a precedent is not likely to have much weight with Presi- 
dent Gronchi. The reasons adduced by the Christian 
Democrats in favour of dissolution make political sense 
but have little constitutional value and are not acceptable 
to the Senators themselves. The expense of a second elec- 
tion twelve months after the first, the inconvenience of 
keeping the country in a state of political excitement, the 
difficulty for any government of working serenely with such 
a prospect before it, are arguments which have quite failed 
to persuade the Senators to reduce their term of office 
from six years to five. The only reform they are willing to 
accept is a reduction of the number of electors per Senator 
from 200,000 to 150,000. All the proposals for a non- 
elective “integration” of the Senate have been turned 
down and a rigid conception of caste interests, which over- 
rides normal political divisions, has determined the 
Senators to reject all but the minimum reform. 

Never before has a situation arisen in which the Presi- 
dent of the Republic was so completely arbiter. Should 
the Senate reject the Chamber’s amendments to its Bill, as 
there is every reason to expect, it will be too late to pass the 
reform in this legislature. The Christian Democrats will 
clamour for the Senate to be dissolved on the plea of a 
conflict between the Chambers. This party’s effort to 
recover an absolute majority depends in great measure on 
the possibility of holding the elections to the Chamber and 
Senate simultaneously. In a staggered election the Christian 
Democrats are unlikely to follow up a victory in the Cham- 
ber with a similar triumph in the Senate, and if their 
success in the first election is moderate they will not easily 
improve their position in the second. The difference to 
the political future of Italy between a simultaneous and a 
staggered election may reasonably be considered enormous. 
It is equally reasonable to suppose that President Gronchi 
will listen to none but the purely constitutional arguments 
in favour of either solution. 


* 


The Communist party threatens to ask for a referendum 
on the subject of missile bases and says it is collecting the 
half-million signatures prescribed by the constitution. The 
government claims to be sitting pretty since, in the absence 
of an appropriate law, no referendum can be held. Mean- 
while the left-wing parties have forced the government to 
accept a debate on defence and foreign policy next week. 
They will ask the defence minister and the foreign minister 
to tell the country squarely what commitments concerning 
missile bases were accepted by the Italians at the last meet- 
ing of the Nato Council. Since no final decision appears 
to have been taken in Paris, it will not be difficult for the 
government to answer evasively. 

Opinion on defence is divided in the country very much 
on the lines of the left-wing parties versus all the rest. 
Such a cleavage, on the eve of a general election, is dan- 
gerous since it tends to over-simplify the issues. The 
Socialists, like the Communists, favour neutralisation, but 
while the Socialists hold this view on principle, the Com- 
munists do so because they believe that a neutral belt suits 
Moscow. The isolation of these two parties will make it 
difficult for the Socialists, after the elections, to pull away 
from the Communists. All the other parties insist on a 
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strong defence policy, missile bases and all. Many Italians 
believe that Albania has such bases (as well as bases for 
atomic submarines) already. 

In the Christian Democrat party there is a nuance of 
opinion in favour of greater European independence of 
America. This is the view of the minister without portfolio, 
Signor Dino del Bo, who, at the last cabinet meeting, 
pressed the government to send a more conciliatory and 
constructive answer to Mr Bulganin. Although Signor 
del Bo is credited with having obtained a slight attenuation 
of the Italian message, Signor Zoli’s letter is considered here 
as virtually a fin de non recevoir. The leader of an opposite 
tendency in the party is Signor Taviani, the defence 
minister, who at the Nato Council urged the European 
powers to accept the American request for IRBM bases in 
Europe. No member of the Italian cabinet has expressed 
enthusiasm for Mr Macmillan’s suggestion of a non-aggres- 
sion pact but this indifference may be attributed to the 
Italians’ suspicion of top level talks from which they are 
afraid of being excluded. It is difficult to estimate the 
importance of the cleavage in the Christian Democrat party 
on the subject of defence. Whichever way individual views 
incline, the party takes its cue, on the question of East-West 
relations, and consequently on disarmament, from the 
recent speech in which the Pope asserted that a dialogue is 
impossible between people who have no common language. 


Long Haul for the 
Free Trade Area 


FROM OUR PARIS CORRESPONDENT 


“ E heard all this months ago,” was the comment of 

V4 one observer of last week’s free trade area talks. 
Something like that seems to have been the reaction of most 
of the negotiators at the end of the OEEC meeting. The 
British memorandum on agriculture had gone down badly 
with all but the Swiss. This in itself was not a surprise. In 
fact, the continental reaction was less robust than some had 
expected. What was depressing was that the debate charged 
once more down the old beaten paths. There were objec- 
tions from small countries that the common market system 
would leave them at the end of the queue for food contracts, 
and retorts by the Six that the privileges of the common 
market could only go to those who had subscribed to its 
obligations, which were not just commercial but primarily 
political. Many of the negotiators are beginning to feel 
weary. Will the free trade area talks ever get under 
way ? Is the ministerial procedure wrong ? It seemed a 
good idea in October to bring the ministers together to 
give them a new stronger impulse. But it already seems 
apparent that, with a few exceptions like Mr Maudling, the 
ministers are distrait gentlemen between two trains, with 
too many other worries at home. The common market took 
two years to negotiate. The free trade area will need an 
effort comparable in intensity if not in time. Yet even the 
argument that such negotiations must be difficult is wearing 
thin. The need for a poker-face at the bargaining table may 
be understandable ; but at the moment the ministers seem 
incapable of throwing the dice. In particular, do the 
French want to ? 

This question mark explains the relief with which every- 
one, from Mr Maudling down, has hailed the prospect of 
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the French memorandum to be produced in a month. At 
last, runs the hope, the French—and their five partners—will 
begin to commit themselves. Indeed the French negotiators 
realise that if there were to be no free trade area, the com- 
mon market itself might not move off to a brilliant start 
under the handicap of British resentment. But they have to 
take account of French opinion, especially employer and 
right-wing opinion, which does not share this anxiety. Their 
view is that the common market is strong medicine made 
healthy because there will be European institutions to draw 
up the prescription, and political unity at the end of con- 
valescence. But the free trade area without the “com- 
munity ” aspects of the common market, is an overdose of 
the nostrum. Privately, most people holding this view are 
anxious, despite the renewed Germanophilia of the Right, 
not to lose touch with Britain. But they would prefer to 
explore the chances of an association of the common market 
and Britain, leaving out the smaller countries, whom they 
regard as at best a complication. This seems the attitude 
underlying the employers’ manifestoes against the free trade 
area. The conservatives have taken up the cry against the 
British-style free trade area. As it greatly recommends 
itself neither to the federalist Europeans in the Assembly 
nor to the farmers and trade unions, there is no one to 
gainsay them. On present fears the free trade area would 
sail straight into a rejection by the Assembly like another 
European Defence Community. 


* 


To prevent that, the French negotiators have decided 
they must systematise their own ideas into a counter- 
proposal. It is too early to know what they will produce, 
but it looks as if they may resuscitate two old notions. 
One is that “customs disarmament ” in the free trade area 
should lag a few years behind that in the common market. 
The other is that the first four-year stage of the area should 
be clearly mapped out in the pact but that negotiations 
on the subsequent stages should accompany or follow it. 
There are hints also that a third idea might surface in the 
memorandum. French industrialists are more and more 
insisting on the tremendous advantages Britain would enjoy 
as a trader and as a magnet for American investments, from 
its location at the crossroads of two preferential systems, 
the Commonwealth and the free trade area. They argue 
Imperial Preference cannot remain taboo. The motor-car 
makers, for instance, want to sell cars in Australia. If the 
government decided to take up the demand, the memo- 
randum would have something on Imperial Preference. 

If it did, the next weeks would obviously be critical in 
the negotiations. But it has been apparent for some time 
that a crisis would be necessary to get real negotiations 
going. The gap that divides the British conception of the 
free trade area from that of the Six, is too great to be 
bridged by minor tinkering with the original proposals. The 
attempt to produce piecemeal compromises is leading to a 
welter of escape clauses, the only way of reconciling the 
British distaste for giving powers to international authori- 
ties with the refusal of the Six to go back on their com- 
mon market approach. Take harmonisation of social 
charges, which the ministers discussed last week: the 
British idea is that every time trouble arises from differ- 
ences in national legislation, the .plaintiff may lodge an 
appeal. But the appeal board cannot impose a solution, 
nor do governments seem likely to change their procedures. 
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Instead, there would probably be an escape clause. This 
is one example among many. At the rate at which they are 
piling up, the free trade area would become impossible to 
administer simply because of the number of ‘exceptional 
situations—and not just French ones. It is necessary, 
therefore, to go back to a general approach with the French 
view in one extreme corner and the British in the other 
to make honest sport of it. 

But will it be a match or a brawl ? The situation is so 
fluid at the moment that no one dare say. Certainly no 
country, least of all the French, wants to be responsible 
for a breakdown of the talks. Among the Six, both Benelux 
and Germany are anxious for a free trade area, to keep the 
common market as open to the world as possible. The Six 
have also woken up to the fact that they will have to think 
afresh about the free trade area. For instance, they have 
now created a committee to produce new ideas on agricul- 
ture. And some people argue that the common market 
commission could, if it would, do much to weld the views 
of the Six together, and clarify the situation in negotiating 
on their behalf. But what seems certain is that, though 
there is admiration for Mr Maudling’s ability and flair, few 
would agree with him that the talks will end by July. One 
remembers Mr Thorneycroft making just the same rash 
forecast last year. It would be surprising if the free trade 
area were ready to leave the starting-line when the common 
market makes its first tariff cuts next new year. 


Athenian Straws in the Wind 


FROM A SPECIAL CORRESPONDENT 


HERE is an air of unreality about most conversations in 
i Athens on the Cyprus question. Whereas six months 
ago the British visitor might have been subjected to a 
histrionic harangue—on the follies of Whitehall or the mal- 
administration of the Harding regime—today he may be 
received with a slightly synthetic wistfulness, bordering 
almost on sympathy, as for one who shares the yoke of an 
intolerable political burden. Almost inevitably there is 
expressed (in reverent undertone) the pious hope that a 
“way will be found” to solve the problem—which, one 
might assume, had been imposed on two hapless but 
innocent parties by the cruelty of the Fates, rather than in- 
curred by the singular folly of their own policies. Without 
indulging in over-optimism, it is hard to escape the con- 
clusion that, willy-nilly, a spirit of rapprochement is in the 
air ; which is perhaps another way of saying that the Greeks, 
are now beginning to get just a little bit tired of the dispute 
—though of course they would never admit as much. 
Within the past ten days there has been a sequence of 
events which can perhaps be regarded as straws in the wind. 
Perhaps the most publicised has been the bringing to book 
of the five Cypriots charged with causing the bomb outrages 
at the American air base and information library. On the 
face of it, this may simply appear to be justice taking its 
course, but it is idle to pretend that on an issue involving 
Cyprus, which has always been political dynamite for the 
Karamanlis government, such an action by the public 
prosecutor does not have political significance. Its im- 
portance is heightened by the fact that Archbishop Makarios 
himself has requested leniency for the culprits “ on account 
of their youth.” , 
Another development which, without causing wide public 
interest. has caused some slight eye-brow raising among the 
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cognoscenti, has been the leading article last Sunday in the 
influential Kathimerini, which is known to reflect closely 
the thinking in government circles. (In this connection, 
indeed, its Sunday editorials often have special significance.) 
On this occasion, the writer criticised both the British and 
the Turks, in what may be termed the accepted fashion, but 
at the same time injected, albeit indirectly, a curious refer- 
ence to the need for Greece itself to take some initiative... 
to prevent “complete stagnation ” in Cyprus. A phase had 
perhaps been reached when “something must be done.” 
While too much should not be read into one section of one 
leading article, there was in this perhaps the obliquest of 
hints that the Greek government might be prepared to 
deviate from its hitherto rigid line that the Cyprus problem 
is essentially one between the British government and the 
Cypriot people, in which no direct initiative from the Greek 
government is called for. 

The most significant development in recent days, how- 
ever, has been the strange affair of Mr Pournaras, the head 
of the Cyprus section of Athens radio. Formerly a leading 
figure in extreme left-wing circles, and by temperament a 
political extremist, Pournaras (though then in the Opposi- 
tion camp) was given charge of Cyprus radio broadcasts on 
April 1, 1955—curiously, the day that terrorism broke out 
in the island—and despite rumours of clash and conflict, he 
held this post until he resigned on January roth. A few days 
later he issued to the press the text of his letter of resignation 
which exposed mercilessly the conflict and embarrassments 
within the Karamanlis government over the Cyprus issue. 

On three previous occasions, Mr Pournaras declares, he 
offered to resign because the government wanted him to 
“ pull his punches ” in his propaganda broadcasts to Cyprus. 
Each time some factor—or some individual—intervened to 
make him change his mind (on the third occasion in March 
of last year it was Archbishop Makarios who averted the 
rupture). But now, finally, the situation was impossible ; 
he could not concur in any attempt to impose a settlement 
contrary to the aspirations of the Cyprus people. (What 


“settlement ” he is envisaging is, unfortunately, not made, 


clear.) The foreign minister, Mr Averoff, and the minister 
to the prime minister, Mr Tsatos, were misleading the 
people by systematically clouding their real intentions on 
Cyprus. After cataloguing a number of occasions when he 
was (allegedly) urged to tone down his broadcasts, he winds 
up with an appeal to the prime minister to “ put an end to 
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Something wonderful’s happened to this office— 
TIME-MASTER 


You wouldn’t believe how difficult life 
was before we got our ‘Time- Master. 


He’d start to dictate—the phone 
would ring. That’d be that. Or he’d 
hand me a sheaf of scrawled notes and— 
““Memo please, Miss Fox.”’ Awful! 

Time-Master’s changed all that. Now 
he dictates on to those wonderful little 
Dictabelts. Letters —memos— notes — 
everything. I type them out at my own 
speed, in my own time, and I’m never 
rushed. 

He says he thinks ‘Time- Master is the 
best investment he’s ever made. 


I should know! 
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what is happening in secret in the ministry of foreign affairs 
and the office of the prime minister.” When he explained 
his motives for resigning, in a letter to the press, he roundly 
summed up the situation thus: “ To avert capitulation on 
the Cyprus question there must be open, courageous war 
against the truce-mongers.” 

It would be unwise to treat this affair as evidence of a 
major policy shift in Athens. It is true that Mr Karamanlis 
and Mr Averoff are probably now in a more flexible mood, 
and there are grounds for believing that this may also be said 
of Archbishop Makarios (whose move to visit Turkey, it 
should be noted, took the government by surprise). Like- 
wise it is true that the people as a whole are now perceptibly 
tired of the Cyprus problem. But, politicians being what 
they are, the opposition has not yet got tired of baiting the 
government ; this week it launched in parliament a personal 
attack on Mr Averoff for his alleged mishandling of the 
Cyprus problem. For some time it looks as if every inch 
taken by the Karamanlis government towards “ meeting the 
British half-way ” will have to be taken with one wary eye 
over its own shoulder. In the coming weeks a further easing 
of tension, rather than any speedy alignment of viewpoint, 
between Athens and London seems the most realistic thing 
to hope for. 


Division over Nile Waters 


AYED MIRGHANY HAMZA is returning to Khartoum to 
S report the failure of his negotiations with the Egyptian 
government over the division of the Nile waters. For six 
weeks he has been trying in Cairo to get a new agreement 
which would give the Sudan rights to. more water and 
would free Egypt to proceed with its High Dam scheme 
(assuming the money can be found). The precise reasons 
for the breakdown are not yet known but the politics behind 
it are clear. The Sudanese government insists that any 
new ‘Nile waters agreement should come from a conference 
including the other two riparian territories, Uganda and 
Ethiopia. Egypt wants a bilateral agreement because it 
knows that if any disputed points were left to such a con- 
ference the countries on the upper reaches would vote with 
the Sudan. 

It is a fair assumption that President Nasser is waiting for 
the February elections in the Sudan, in the hope that there 
will be a new government more amenable to Egyptian 
claims. This is an interesting sidelight on the election 
situation. The PDP (People’s Democratic Party) section of 
the coalition cabinet is commonly reckoned to be closer 
to Egypt now than any other party, including the opposition 
NUP (National Unionist Party), and many people believed 
that Egypt would back it, even financially, in the elections. 
But Mirghany Hamza, the most important member of the 
PDP, is quite clearly not willing to barter any part of 
Sudan’s vital water rights for an electoral advantage. 

From whom in the Sudan can Egypt now expect succour ? 
It was the present opposition NUP, led by Sayed Ismail 
el-Azhary which, after winning the 1954 elections on a 
policy of unity with Egypt, put the decree of independence 
through parliament. NUP leaders express extreme distrust 
of Egypt in private and the Egyptians feel they were double- 
crossed by the NUP. However, elections are expensive 
affairs, and the NUP finds itself short of money at the same 
time as the Egyptians are baulked on their Nile water agree- 
ment. Is it totally surprising, then, that last week at an 
election rally at Wadi Halfa, on the frontier with Egypt, 
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Ismail el-Azhary announced his five-point foreign policy as 
follows: a bilateral defence pact with Egypt, co-ordination 
of foreign policy with Egypt, co-ordination of economic 
and cultural policies with “ liberated ” Arab countries, boy- 
cott of military pacts and in particular the Baghdad Pact, 
and fidelity to the Bandung resolutions ? This programme 
amounts to less than unity with Egypt, of course, but it 
shows President Nasser that the NUP’s heart is in the right 
place—at least, until after the elections. 


The Revolt against Mr Todd 


FROM A CORRESPONDENT IN SOUTHERN RHODESIA 


E cabinet revolt against the Southern Rhodesian prime 

minister, Mr R. S. Garfield Todd, came as no surprise 
in Salisbury. Anti-Todd sentiment among Europeans in the 
Federation has been mounting steadily in the past year. 
It has arisen not as a result of any unusually “liberal ” 
course of action adopted by Mr Todd, nor even as a con- 
sequence of the new Southern Rhodesian Franchise Law, 
with which his name is invariably linked although it received 
the overwhelming support of his party caucus—the same 
caucus that has now ‘turned against him. 

The real reason for Mr Todd’s unpopularity among right- 
wing and “ right-centre ” Europeans lies in the picture of 
him as being anti-white, pro-black and an ultra-liberal, a 
picture that has been built up in the public mind partly 
by a skilfully conducted campaign by opposition elements, 
including the Dominion party and the Segregation Society, 
and partly by Mr Todd’s own naive public relations. For 
Mr Todd has never learnt the basic lesson, mastered years 
ago by Lord Malvern and Sir Roy Welensky, that a Rhode- 
sian politician can put a significant amount of liberal and 
progressive legislation on the statute book and still be 
re-elected, provided that he does not shout about it, and 
that when he does make a public statement, he emphasises 
his conservatism and his determination to maintain the high 
standards of western civilisation. Mr Todd, far from accept- 
ing these conditions for political survival in a country that 
still has an overwhelming European electorate, has allowed 
his public statements to sound a great deal more liberal than 
his legislative record has, in fact, been. His position has 
been further bedevilled by the fact that he began life as a 
missionary, and missionaries, particularly political mission- 
aries, have been distrusted by Europeans in Southern Africa 
since the days of the Great Trek from the Cape, when Piet 
Retief accused them of using “ the cloak of religion ” while 
casting “ unjustifiable odium ” on white settlers. 

It is against this background of anti-Todd feeling that the 
events of recent weeks must be viewed. Mr Todd’s four 
former cabinet ministers and his parliamentary secretary 
resigned not because they dissented from his legislative 
policy, which they themselves have helped to shape through- 
out the past four years, but because they were afraid to face 
the electorate later this year under the leadership of a man 
who, they believe, is regarded by a sizeable section of that 
electorate as an ultra-liberal concerned only with the political 
and social advancement of Africans. Discussions on these 
lines first took place within the cabinet in November last 
year, but were apparently inconclusive. The first hint of 
renewed trouble came on January 9th when Mr Todd flew 
back to Salisbury from a coastal holiday in South Africa four 
days earlier than expected. He was met at the airport by the 
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acting prime minister, Sir Patrick Fletcher, who said that the 
cabinet had lost confidence in Mr Todd and were prepared 
to offer their resignations. 

The following day Mr Todd presided over a cabinet meet- 
ing which failed to settle the differences. The four 
“rebels ” then offered Mr Todd time to make up his mind 
before they resigned. All were clearly convinced that the 
prime minister would have no choice but to resign himself. 
It came as something of a shock to them when, the next 
morning—Saturday—Mr Todd telephoned his Treasury 
minister and asked for the cabinet’s resignations in writing 
as soon as possible, as he intended to meet the press at noon. 
Their bluff called, the ministers resigned. Mr Todd then 
gave the news to the press ; he added that he himself 
intended to remain in office and he promised to announce his 
new cabinet within a week. He said that the issue of his 
leadership could be settled one way or the other at the end of 
March at the inaugural congress of the United Federal party. 
This is the party that was formed last November by the 
fusion of Sir Roy Welensky’s Federal party (the government 
party in the Federal Parliament) and Mr Todd’s United 
Rhodesia party (the government party in Southern 
Rhodesia.) ; 

The prime minister met the press again the following 
night to tell them that he had formed a new cabinet. The 
question of his continued leadership, he said, would now be 
referred to a congress of the Southern Rhodesian division of 
the United Federal party, to be called specially for that pur- 
pose early in February. On January 14th the five new 
cabinet ministers were sworn in. The same day Mr Todd 
held a five-hour meeting of his caucus, during which he, as 
caucus chairman, maintained the position that discussion of 
his leadership was not a matter for the caucus but for the 
party congress. After five hours of accusation and counter- 
accusation, thirteen of the twenty members present walked 
out and issued a declaration of no confidence in the prime 
minister. 


* 


Mr Todd’s position today could scarcely be more pre- 
carious. In Parliament he will face at least thirteen “ rebel ” 
members of his own party as well as five bitterly anti-Todd 
Opposition MPs—a minimum of eighteen hostile votes in a 
House with an effective voting strength of twenty-nine. Mr 
Todd has arranged to postpone the opening of Parliament 
from February 4th to February 18th since the party con- 
gress will open on February 4th. His chances of surviving 
this congress are slender. For the first time he will then 
face, not only representatives of his own United Rhodesia 
party, which is far from being united behind him, but also 
the Southern Rhodesian section of the Federal party, which 
contains some of his sharpest critics. 


One of the questions no one has yet attempted to answer 
is whether Mr Todd will resign the premiership if the 
congress turns him out as Southern Rhodesian party leader. 
Some of his recent statements seem to indicate that he will 
abide by the congress decision, but many political observers 
in Salisbury believe that he will advise the Governor to 
dissolve Parliament and call a general election. In some 
quarters he is being urged to do this now before the resump- 
tion of Parliament and before the party congress, on the 
ground that such a course of action would force Sir Roy 
Welensky to “come out on his side and save him.” Sir 
Roy has so far remained silent. 
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If Mr Todd does retire gracefully after a defeat by con- 
gress, he is unlikely to be replaced by one of his former 
colleagues, all of whom have emerged from the crisis with 
their political reputations slightly tarnished. A compromise 
candidate is virtually a certainty. The dispute has split the 
Southern Rhodesian section of the United Federal party 
from top to bottom, leaving reactionaries and especially the 


opposition Dominion party rubbing their hands in pleasur- 
able anticipation. 


Finns in the Red 


FROM OUR SCANDINAVIAN CORRESPONDENT 


INLAND’S economic crisis has grown graver. The 
prime minister, Hr. Rainer von Fieandt, has 
bluntly told the Diet that the exchequer is empty, and 
that bills are mounting rapidly. Hr. von Fieandt, the 
former Governor of the Bank of -Finland who was called 
in to head the present non-party “government of civil 
servants” last year, revealed that the drastic step of 
freezing all state payments, including the salaries of civil 
servants, had been only narrowly averted. 

The finance minister, Hr Hietanen, told the silent Diet 
that revenue at the end of December showed a deficit of 
3,000 million marks (£33 million) on the estimates, and 
that increased taxation and cuts in‘state spending were 
unavoidable. He submitted proposals to save 10,000 
million marks, by reducing pensions, freezing governmental 
payments for three months and cutting overall state 
spending by ten per cent. The minister emphasised that 
even this strong medicine would be no more than a tem- 
porary palliative for the ailing Finnish economy. Indeed, 
it has been calculated that economies of thrice the magnitude 
envisaged by Hr Hietanen would be necessary to ensure 
stabilisation. Although the state still has a credit of 1,800 
million marks with the central bank, this is only three- 
quarters of the legal minimum, so that the present situation 
is already a breach of the constitution. 

This desperate situation is the context for the general 
election which is due to be held in the summer. Once 
again, the two main non-communist parties, the Socialists 
and Agrarians, who represent respectively urban workers 
and rural interests, will be competing for the voters’ favour. 
Although they may be strongly tempted to strike attitudes 
designed to appeal to sectional interests, there is a feeling 
that the electorate is wearying of crises. It may well be 
dangerous to attack the present government and the hopes 
of economic stability that surround it. 

Moreover, both the Socialists and the Agrarians are 
divided internally by ideological conflicts and personal 
rivalries, and would undoubtedly dislike being landed with 
the intractable baby at present squalling in Hr von Fieandt’s 
lap. A continuing crisis would benefit only the already 
strong Finnish Communist party. With seasonal unemploy- 
ment at its height, and the effect on prices of the trade 
liberalisation that followed devaluation in September still 
not clear, the indications are that Finland’s present caretaker 
government will be able to stay in office and steer a 
reasonably steady course at least until the elections. Mean- 
while, it has negotiated a temporary loan of 4,000 million 
Finnmarks from the private banks at the penal interest rate 
of 13 per cent—which only goes to show what a costly 
matter it is to be poor. 
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Night has a thousand small and secret sounds. Wind 
whisper and creak of board, sudden skitter of lizard 
feet, click and tap, slither and rustle, the ceaseless 
crik-crik of cicadas under the great glittering moon. 
And among those sounds, the thin, wavering whine 
of a killer: unseen in the darkness, riding on 
diaphanous wings, bringing each year disease and 
misery and death to millions in many parts of the 
world. It is estimated that in South East Asia alone, 
before malaria control was introduced, at least 
50,000,000 cases occurred annually and that of these 
half a million died as a direct result of the disease. 
Today the menace is being driven from the scene 
by eradication campaigns like that in the Philip- 
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pines. Slowly but surely. Progressively. By degrees 
—and by insecticides like dieldrin. Used as a resi- 
dual spray to kill malaria-carrying mosquitoes 
(chiefly Anopheles minimus flavirostris) and also as 
a larvicide, this powerful insecticide developed by 
Shell is playing a major part in a nation-wide house 
spraying campaign to eradicate malaria completely 
in the Philippines. Already results are greatly 
encouraging ; in the barrios typical of the rural 
areas, sickness has fallen sharply, in some cases by 
as much as 75°, and infants are growing up free of 
the malaria menace. One day soon, it is believed, the 
night will be made safe for man, without nets. And 
not only in the Philippines, but throughout the world. 
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The Bank of England 


HE unequivocal conclusion from the Parker 

Tribunal that there is no justification for allega- 

tions that information about the raising of Bank 
rate last September was improperly disclosed by any 
person will do much to restore the City’s self-confidence 
and the regard of overseas financial centres in its 
probity. Both are needed. Some of the mud slung at 
the City from Westminster will, unfortunately, stick ; 
it is altogether improbable that the man-in-the-street’s 
view of the City as a place where people in the know 
do well for themselves will be conclusively changed by 
the report. The handling of money is not well-regarded 
these days ; and the City as a whole has neglected its 
opportunities to explain itself to the ordinary man. 
The small investor and the small bank customer feel 
remote from it—and that is, to a large extent, the 
City’s own fault and perhaps a fault too late fully to 
remedy. In evidence before the tribunal transactions 
by no means extraordinary took on the quality of 
esoterica and that, to most uninformed opinion, is a 
patent reason for suspecting them. 

No matter has aroused more public concern than the 
apparently invidious position of the independent direc- 
tors of the Bank of England. It is most satisfactory 
that Lord Kindersley and Mr W. J. Keswick have 
been so clearly absolved from any allegation that they 
disclosed, either intentionally or unintentionally, any 
information about the increase in Bank rate on Septem- 
ber 19th. Both knew of the possibility, and both knew 
later of the provisional decision to increase it. Both 
were involved in decisions affecting the interests of 
their companies where a slip—much less than a 
deliberate false step—would have put them on the 
wrong side of the line of propriety. Both emerge, after 
the most strenuous test before the tribunal, free of the 
least suggestion even of inadvertent misbehaviour 
and therefore entirely clear of any charge that they 





might have used information gained as directors of the 
Bank of England for their own ends. 

Relief at this conclusion is the greater because, at 
several points during the hearings, there seemed to be 
some wonderment at the idea that honourable men can 
keep in watertight compartments information that they 
acquire in their different activities. Lord Kindersley 


put the point frankly, and it has been accepted in the 
tribunal’s report : 


After many years now I have found that I can to my 
satisfaction divorce the knowledge which I know I have 
acquired from the Bank of England or one of the other 
companies, from my normal business judgment .. . I 
know that it is a difficult thing . . . and I have been 
in a very awkward situation many a time. If I can avoid 
discussion . . . I avoid it like the plague, but if I have 
got to discuss it I have found myself quite capable of 
doing that. 


Yet the point remains. The position of a director of 
the Bank of England with other business interests—the 
very interests which qualify him to be a director—may 
occasionally be difficult and embarrassing. To sur- 
mount this, Lord Justice Parker even suggested, might 
call for “almost superhuman” qualities. Lord Kin- 
dersley, ten years a director of the Bank, admitted to 
ten or twelve occasions on which secret knowledge (not 
on Bank rate alone) might have been a source of 
embarrassment. And the report of the tribunal draws 
attention to the particular case of Mr W. J. Keswick, 
to whom his colleagues in Hongkong looked for advice 
on Jardine Matheson’s investments which he had a duty 
to give. 

Is this burden unfair ? Is it justified, so far as the 
Bank is concerned, by the benefit of advice and experi- 
ence that could not be secured in any other way ? The 


report does not express any view, for reasons that must 
be accepted as wise: 
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This raises a general and very important question of 
policy with which we are clearly not concerned. Had 
it been our duty to express an opinion on this matter, 
we should, before doing so, have required exhaustive 
evidence as to the advantages and disadvantages of con- 
tinuing a state of affairs which has so long existed. The 
criterion, of course, must be the national interest. 
Many people, less wise, have jumped to the conclusion 
that there is no longer a proper role for the indepen- 
dent director of the Bank of England. This is, one may 
hope, a matter that will come within the purview of 
the Radcliffe Committee ; certainly it is rooted in the 
fundamentals of monetary policy. Put quite shortly, it 
is one of the principal matters that will in future deter- 
mine whether the Bank of England itself can continue 
to assert some effective degree of independent counsel 
and decision or whether it is to become merely a sub- 
ordinate agent of Treasury policy. 


T is possible to exaggerate both the embarrassment 
I that may sometimes be caused to the outside direc- 
tors of the Bank and also the direct use that is made of 
their counsel. The Governor of the Bank admitted 
that strain is occasionally put on directors from their 
possession of special knowledge, but in his twenty years’ 
experience on the Court he had not found that it caused 
frequent difficulty to his colleagues ; in any case of 
uncertainty, a director would consult him or the Deputy 
Governor about his proper course of action—as, indeed, 
Mr W. J. Keswick did. Nor is this a problem exclusive 
to the Bank ; it is an everyday occurrence throughout 
the range of banking and professional practice. 

Nor, again, is it something new in the Bank’s experi- 
ence. Bagehot was deeply conscious of the point in 
the early seventies : 

But in fact the particular interest of single directors 
is not to be regarded ; almost all directors who bring 
special information labour under a suspicion of interest ; 
they can only have acquired that information in present 
business, and such business may very possibly be affected 
for good or evil by the policy of the Bank. But you must 
not on this account seal up the Bank hermetically against 
living information ; you must make a fair body of direc- 
tors upon the whole. ... 

(Lombard Street: Chap. VIII.) 
Could the point be better put today ? If the Bank is 
to be something more than “a mere operating depart- 
ment of the Treasury ””—to quote a phrase used and 
rejected by the Governor—the quality of decision in 
the wide range of financial matters on which the Bank 
acts for or advises the Government (above all, perhaps, 
in the field of foreign exchange) must flow from precise 
judgment supported by the widest experience of 
financial, commercial and industrial life. In the last 
resort the Bank must conform, as any central bank 
must, to the sovereign power of government; but 
apart from the matters in which it exercises a direct 
responsibility, including the management of the money 
market and the fixing of Bank rate, there is a wide 
area in which the Bank, in consultation with and tender- 
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ing advice to the Government, can, and should, make 
its influence felt in the formulation of economic policy. 

The proximate responsibility in this does indeed fall 
on the Governor and Deputy Governor. They have 
the assistance of the four executive directors and the 
staff. Thus the permanent establishment of the Bank 
is the predominant force in its decision-making. The 
other directors are not originators of policy, but they 
are informed and consulted about major policy pro- 
posals. In the Governor’s words: 

The directors of the Bank cover between them a very 
wide range of interests in banking, industry, commerce, 
trade unions, shipping and insurance. . . . It is quite 
invaluable to the Governors to be able to draw on this 
fund of knowledge and experience in formulating policy 
and to be able to share with the Court responsibility 
for decisions which must affect sterling throughout the 
world. . . . If the nature of the Court were to be altered 
so that it were not to be composed of active practical 
men of business, or if directors were to become mere 
figureheads divorced from the real affairs of the Bank, 
then it is my belief that the utility of the Bank to the 
public interest, in this country and in the Common- 
wealth, would disappear. 

Good arguments would be needed to overthrow this 
conclusion—far better ones, indeed, than those that are 
now being used in favour of making the Bank sub- 
ordinate without question to the Treasury. 


ee. the weakness of the present system is not 
that the Bank still preserves some aspects of inde- 
pendence, but that in practice these are so vestigial. 
The independent director is the last remaining symbol 
of an independent Bank. Theoretically, the Court on 
a Thursday could refuse to endorse a change of Bank 
rate. Any such change would first have been set in 
motion by the Governors, agreed to in principle by the 
Chancellor of the Exchequer and accepted by the Com- 
mittee of Treasury (acting, as it were, as a sub- 
committee of the Court) on the preceding day. But in 
theory the Court could upset it ; hence the preparations 
by the Governor and the Deputy Governor to carry 
all the directors with them last September in a change 
critical in both size and timing. Yet, in retrospect, the 
weakness of a notional power of veto unsupported by 
any positive opportunity for the directors to play an 
originating part in the formulation of policy emerges 
from the proceedings before the tribunal. It took six 
weeks from August 7th, when the Chancellor of the 
Exchequer left instructions for a study to be made in 
the Treasury of the possibility of “bringing about a 
measure of deflation in the economy” before action 
on public investment, bank advances and Bank rate was 
decided. Holidays got in the way; the monetary 
position continued to be “watched very closely”; 
consultations proceeded between the Bank and the 
Treasury in the pattern of a formal dance. It 
was not so important that a lot of people during 
these weeks came to know that action was afoot, 
as that, when the storm that had long been 
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rumbling over sterling finally broke, umbrellas were 
still furled and had to be opened so desperately to 
shelter from it. 

For the Bank, supported by its outside directors, 
to propose action that it had reason to apprehend might 
not be supported by the Government could be held to 
jeopardise the relations between the two. But such 
differences have not been unknown ; they are natural 
and it is a good thing that they should be aired from 
time to time. Perhaps there were differences during 
those six weeks—with the Bank unwilling to move 
unless the Government moved too. They do not 
emerge from the evidence, but when they occur 
they should be matters on which the Bank ought 
to feel that it has a duty to the public, and is 
accountable to it. 
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As the proceedings before the Parker Tribunal have 
shown, the public has a close interest in the way the 
Bank is constituted and served by its directors. But 
its respect for the Bank is less than it was, simply 
because the Bank’s part in affairs is allowed to appear 
so negative and subservient. That is not nearly so true 
of central banks in other countries. It is within the 
power of the Bank of England to invest itself with 
greater authority. The Governor should feel more free 
to explain what the Bank’s views are, and its annual 
report should be a document of substance. So the 
Bank could develop, not indeed as in any sense a rival 
power in economic policy-making, but as a more 
respected coadjutor and source of independent 
economic opinion. And it is here that the part of the 
independent director could be of decisive importance. 


The City under the Glass 


Some of the highlights on the City and its institutions in the 300 pages of 
proceedings and evidence before the Parker Tribunal are picked out below. 


Bank Rate Timing 


Never, presumably, will the mechanics of 
reaching a Bank rate decision be revealed so soon 
after the event or in such detail. The bare chrono- 
logy gives its own impression of mounting crisis. 


1957 

Aug. 7: Chancellor orders study in the Treasury “ to 
bring about a measure of deflation in the 
economy.” 

Aug. 8: Sir Roger Makins (Joint Permanent Secretary 
of the Treasury) talks with Governor of the 
Bank of England at the Treasury. 

Aug. 12: Further talks at Bank of England. 

Aug. 22: Governor and Deputy Governor call at 
Treasury. Governor gives his views on 
desirability of rise in the Bank rate. 

Aug. 26: Meeting of Chancellor with Treasury officials 


to discuss proposed measures. 
Aug. 28/29: Deputy Governor tells Committee of Treasury 
and Court of Bank of England that Bank rate 
has not come under discussion with Treasury, 
but is being kept under review. 
Deputy Governor writes to Mr W. J. Keswick 
and two other directors of the Bank out of 
London “and not expected back for the best 
part of a fortnight,” informing them of 
discussions on measures to deal with the 
exchange situation, which might eventually 
include action on Bank rate, though that was 
“quite open and undecided.” The letters 
were not to be taken as a warning that they 
might be recalled to London. 
Deputy Governor tells Committee of Treasury 


Sept. 3: 


Sept. 4: 





that discussions are still proceeding. Sees 
Chancellor in the afternoon to discuss bank 
advances. Bank rate “just mentioned,” but 
agreed that “ the subject did not arise at that 
stage.” 

Sir Roger Makins talks with Deputy Governor 
regarding proposed measures “ including a 
possible move in the Bank rate.” 

Meeting of Chancellor, Deputy Governor, 
Chairman aid Deputy Chairman of Com- 
mittee of London Clearing Banks to discuss 
restriction of bank advances. 

Committee of Treasury informed by Deputy 
Governor of discussions with Chancellor ; the 
programme was “ still undecided, but depend- 
ing on how it went we might have to consider 
whether there was a part to be played by 
Bank rate.” Deputy Governor discusses with 
Sir Roger Makins draft statement to be made 
following week by Chancellor, including no 
reference to Bank rate. Any recommendation 
by the Court would have to await return of 
the Governor (on holiday from Aug. 24 to 
Sept. 14). 

Court of the Bank of England informed 
on discussions. Continuation of talks on 
bank advances (see Sept. 9). 

Deputy Governor has “short discussion” . 
with Chancellor on Bank rate; no figure 
mentioned. Sir Edmund Compton (3rd 
Secretary, Treasury) prepares paper on conse- 
quences of increased Bank rate at different 
levels. 

Governor returns from leave and spends 24 
hours at Deputy Governor’s house. 

Joined by Mr Parsons, executive director of 


Sept. 6: 


Sept. 9: 


Sept. 11: 


Sept. 12: 


Sept. 13: 


Sept. 14: 


Sept. 1§: 
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Bank for discussion on exchange questions. 
Meeting with Sir Roger Makins at 5.30 p.m. 
Join Chancellor and Economic Secretary at 
6 p.m. Governor indicates “ provisional 
view” in favour of increase in Bank rate 
to 7 per cent, and is asked by Chancellor to 
give the Bank’s firm view by the evening of 
September 16th. 


Sept. 16: Governor consults with available directors of 
the Bank on 2 per cent rise in Bank rate on 
September 19. Informs Chancellor at 6 p.m. 
(with Sir Roger Makins and Sir Leslie Rowan 
in attendance) that Bank considers such an 
increase desirable. Asked to give arguments 
for that view. At lunch Deputy Governor 
mentions to Mr W. J. Keswick possibility of 
“ swingeing ” rise in interest rates. 


Arguments presented by Governor. Wording 
of statement on restriction of bank advances 


Sept. 17: 
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considered. At 9 p.m. Governor discusses 
with Chancellor his recommendation for 7 per 
cent Bank rate. Recommendation repeated to 
Prime Minister, who said “he would not 
make up his mind whether the Government 
should agree to the Bank rate being raised 
and, if so, to what figure, until following 

° morning.” 

Sept. 18: 11.45 am. Sir Roger Makins informs 
Governor that Government would approve 
increase. 12.30 p.m. Governor and Deputy 
Governor recommend to Committee of 
Treasury (five regular members and two 
invited directors) for submission to Court on 
September 19 that Bank rate be raised from 
5 per cent to 7 per cent. 4 p.m. Government 
Broker informed of increase by Chief Cashier. 


Proposal of Committee of Treasury approved 
by Court at 11.45 a.m. 


Sept. 19: 


Did the Jobbers Squeal? 


Bagehot says in “ Lombard Street” that “all 
“City’ people make their money by investments 
for which there are often good argumentative 
reasons ; but they would hardly ever be able, if 
required before a Parliamentary Committee, to 
state those reasons.” How did the stock market 
survive this test ? 


Evidence submitted by the Government broker, Mr 
Mullins, throws some revealing light on the turnover in 
gilt-edged securities on September 18th. Almost £16} 
million was bought by jobbers and £14 million sold—a 
balance of £25 million bought by the market. In addition 
there seem to have been outright transactions between 
institutions selling and buying of a further £2 million. 
That, said the Government broker, was “ by no means an 
abnormal day’s turnover.” Indeed, a week later turnover 
amounted to £62 million. 

He put the total sales to the market between 2.30 p.m. 
and the closing of jobbers’ offices on September 18th at 
£4 million. After the Bank rate increase, there was a 
“considerable amount of talk about selling (on the after- 
noon of September 18th) by people who knew something.” 
He agreed that jobbers are apt to take knocks, though 
“ probably not of this magnitude”; at the same time the 
total of £25 million taken on to jobbers’ books did not 
strike him as a surprising amount at all. The Government 
broker, incidentally, makes it a rule never to deal on Thurs- 
day before Bank rate is announced. 

The leading gilt-edged jobbers varied in their view of 
business that afternoon. Mr Richard Holden, of Francis 
and Praed, felt that “ people who dealt with us . . . knew 
something more than we did.” His partner, Mr Wilfred 
Barron, having mentioned that at lunchtime “ we were all 
optimistic about the outlook for the market ” (it had been 
firm since the beginning of the week) remarked later in the 
afternoon in the presence of financial journalists that 
“someone seems to know more than I do.” His firm was 
then seeing a number of sellers and had no buyers and they 
had taken a loss. 


Chairman : It is right to say that jobbers and the partners 
in your firm, which is a big firm, would not squeal 
lightly would they ?—No. 

You were all very annoyed ?—We were annoyed, yes. 
Allegations that the jobbers had squealed were clearly 
encouraged by a letter sent out on September 24th by 
Mr Percy Spooner, senior partner in the jobbing firm 
of Wedd and Owen. They bought £165,000 of stock from 
one firm of brokers and £20,000 from another after 
3-30 p.m. on September 18th and decided not to deal any 
more that day. Mr Spooner was already contemplating the 
dismantling of his firm, and he admitted that in the letter 
he “ used whatever occurred ” as an excuse for doing some- 
thing which he knew might become necessary in future in 
any case. The letter stated that the firm had for many 
years been prepared to deal after hours. “ This facility,” 
it said, “has occasionally been abused but never to the 
extent that it was on the night of Wednesday September 
18th last.” But Mr. Spooner admitted that he was really 
taking advantage of these after-hours dealings to secure 
a necessary reduction in the firm’s operations without 
affecting its credit. 


On this part of the evidence, the outsider will conclude 
that not all jobbers in the gilt-edged market were prepared 
to grit their teeth and take a loss. They are not to be 
blamed for ceasing to trade if they think the scales are 
weighted against them ; but the revelations in this section 
of the evidence demonstrate once again how far the erosion 
of jobbers’ capital has gone, and the personal risks that 
they run, in these days of heavy taxation, in jobbing in the 
old commercial way. Even in gilt-edged stocks, the market 
is often thin to the point of disappearance, and the sudden 
reversal of the firmer trend of the previous two-and-a-half 
days as a result of a flow of after-hours selling was a 
legitimate point of concern to them. Yet the volume of 
after-hours offerings on September 18th might not have 
been impossible to accommodate if the stock had been 
offered during official hours. Nor would it have been likely 
to attract any attention if the daily turnover of the Stock 
Exchange was regularly published. 
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Through Lazards’ Swing Doors 


Rarely does the outsider have a sight of the 
working affairs of the merchant banks. Important 
aspects of the business of Lazard Bros. are revealed 
in the evidence. 


Lazard Brothers conducts its day-to-day affairs through 
seven managing directors ; there are also six other directors 
who attend monthly board meetings. The seven meet each 
morning, with Lord Kindersley primus inter pares, in 
informal discussion, and the activities of the house are 
threefold: acceptances, credits and money; new issue 
business ; and stock business, including investment com- 
panies and clients’ estates. Lord Kindersley and Mr J. V. O. 
Macartney-Filgate are responsible for the banking business ; 
Mr P. Horsfall and Mr A. D. Marris are concerned with the 
industrial and new issue business ; Mr T. H. Brand takes 
“an overall look” at the issue business and with Mr D. 
Meinertzhagen is responsible for the security business. 
“When we come to a decision in principle,” Lord 
Kindersley stated, “it is up to that partner, that partner, 
or that partner to carry it out.” 

Lazards aim at keeping 50 per cent of call money and 
other available resources against the deposits placed with 
them by customers and “ they take notice ” if the ratio goes 
down to 40 per cent. Between mid-August and September 
12th the ratio was slightly above 40 per cent ; on September 
19th it had been raised to 61.22 per cent. 

On August 22nd deposits totalled £10,658,000 against 
almost £12 million on July 11th. From that date, there 
was a sharp drop of £23 million to September 12th 
involving the sale of £1 million short-dated gilt-edged 
and the calling in of £500,000 loans to local authori- 
ties. On September 13th, the liquidity ratio against 
£8 million deposits was 40.72 per cent. If deposits 
had fallen to £7 million, Mr Brand pointed out, a 
$0 per cent ratio would have become the minimum for 
safety. On that day, there was “a common purpose,” based 
on a suzgestion by Lord Kindersley, to sell gilt-edged to 
meet the fall in deposits, though no decision to sell on that 
day (a Friday) or about the amount. The figure in his own 
mind to sell was £1,650,000 ; he was impressed for the need 
to “ do it once and be sure of doing it adequately.” 

The matter was further discussed by Mr Macartney- 
Filgate, Mr Meinertzhagen and Mr Marris on September 
16th (Mr Brand being away from the office); on Sep- 
tember 17th Mr Brand approved the proposal of Mr 
Meinertzhagen to sell up to £2 million; Lazards sold 
£1,450,000 on September 17th and 18th and retained 
holdings amounting to £3,700,000. After the increase in 
Bank rate, call money was deemed high, and £750,000 of 
gilt-edged was bought on September 23rd and 24th, 
reducing the liquidity ratio close to 50 per cent. 

Acceptances of bills by Lazards totalled over £12 million. 
This figure, Mr Macartney-Filgate stated, had a close bear- 
ing on the amount of call money that the house kept with 
the discount market. Lazards would have to pay the bills, 
whether their clients put them in funds or not ; that fact 
necessitated the keeping of a certain amount of money on 
call for that purpose. The discount market, which had 
taken these bills, “ have a pretty shrewd idea” of the total 
volume of the acceptances by any one name. They expect 
a certain amount of call money to be kept with them, and 
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if it gets too low and remains too low “ there might be some 
comment. Your prestige, your name might suffer. . . .” 
Against £12 million of acceptances, he would certainly not 
want to drop below £3 million in call money and would 
rather have more—particularly in periods of crisis—as a 
declaration of strength. The discount market would, of 
course, have no knowledge of the further strength of 
Lazards represented by its holdings of Treasury and bank 
bills and gilt-edged. 


Royal Exchange Assurance 


The Court of directors of the Royal Exchange 
Assurance meets at 12.30 each Wednesday ; it con- 
cludes its business at 12.45 and the Treasury Com- 
mittee meets thereafter. The proceedings in the 
Treasury Committee on September 18th were 
closely examined by the Tribunal. 


The Investment Secretary of the Royal Exchange Assur- 
ance was the only witness to declare that Bank rate ought 
to have been raised at least a month earlier, to 6 per cent. 
He, like many others, had written off an increase as a possi- 
bility, though not devaluation. In this mind he was con- 
cerned with “a serious deterioration in the liquid position ” 
of the Royal Exchange Assurance that had occurred in the 
three weeks to September 16th and he sought approval from 
the Treasury Committee on September 18th for sales of 
investments “to provide fully £500,000 after allowing for 
large pending departmental settlements and the interim 
dividend.” In the event, stock was sold to realise £1,160,000 
out of the REA’s total holdings worth more than £20 million. 
These sales had been carried out by 3.30 p.m. 

The commitments included the dividend (£270,000 
payable November 6th), departmental settlements 
(£300,000) the corporation’s potential liability under the 
Vickers issue (£400,000) instalments due on tanker loans 
(£150,000) a fire loss (involving £250,000 gross) and a bank 
overdraft (£230,000)—a total of £1,600,000. Many of these 
items, as the evidence showed, turned out to be considerable 
over-estimates, and provision appears to have been made 
already by the accountant for funds to meet the interim divi- 
dend. Nor, incidentally, does any allowance appears to have 
been made in the calculations for the effect of accruing 
premiums in alleviating a temporary state of illiquidity. It 
is commonly thought that insurance offices do not make 
large outright sales of investments (as distinct from 
switches). It was revealed that the Royal Exchange had in 
fact previously sold gilt-edged to the extent of £750,000 
in January, 1956. 


The Vickers Underwriting 


Attempts were made to postpone the Vickers’ 
issues of loan stock and ordinary shares in the few 
days before September 19th. 


Morgan, Grenfell and Co. underwrote the Vickers issues 
formally at 2.30 p.m. on September 16th. Offers of sub- 
underwriting were then posted and in the hands of the 
recipients on September 17th. Sub-underwriting was largely 
completed by 4.30 p.m. on September 18th when Lord - 
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Kindersley called on Lord Bicester, the senior director of 
Morgan, Grenfell, to discuss the effect of the issue on the 
market and the effect on City opinion of the issue being 
allowed to go forward when a severe increase in Bank rate 
must inevitably overtake it. The issue, it appears, had 
received Bank approval in August, and underwriting had 
been discussed informally and sub-underwriting commit- 
ments undertaken verbally a week before. The Royal 
Exchange Assurance underwrote £618,900 of the issues, 
including £400,000 of the shares, and Lazards underwrote 
£42,500 loan stock and £50,000 shares. 

Lord Kindersley sought authority of the Governor of the 
Bank—having been told by him at 12.45 p.m. on September 
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16th of the intention to increase Bank rate—to discuss the 
Vickers issues with Lord Bicester. He satisfied himself on 
September 17th that by that time nothing could be done to 
arrest the issues. If the operation could have been post- 
poned, the underwriters would have been released ; but that 
could have been done only if the directors of Vickers had 
sought the approval of their shareholders. Meanwhile they 
were assured of their money. The underwriters stuck to 
their commitments, incurred considerable losses, and 
enhanced the reputation of the City by honouring their 
bargain. And fortunately the Vickers ordinary shares, 
though heavily “ stuck,” have not been too heavy a mill- 
stone on the rest of the market. 


BUSINESS NOTES 








BANKERS’ SPEECHES 


The Bankers Pronounce 


HE statements of the chairmen of the big clearing banks 
have followed hard on each other this week, completing 
the annual round begun last week by Mr Tuke of Barclays 
and Sir Harold Bibby of Martins. Their comments run as 
usual over over a wide range, with one notable exception. 
Sir Oliver Franks of Lloyds Bank feels debarred by his 
membership of the Radcliffe Committee from commenting 
on domestic monetary developments ; the loss is made good 
by a thoughtful survey of problems of sterling and inter- 
national payments. 

The bankers generally appear to approve the measures of 
September last, which have brought no profit to them ; 
but they are emphatic that the need for these painful 
bludgeons has arisen from the Government’s previous fail- 
ings, particularly to cut its own expenditure. Lord 
Monckton, in his maiden speech as chairman of the Midland, 
points out that the failure of confidence overseas “ sprang 
largely from a perhaps unduly sceptical assessment of the 
authorities’ will and power ” to apply corrective action. ‘Sir 
Thomas Barlow, of the District, approves of the accent on 
the money supp!y—“ costs and prices cannot spiral upwards 
without an increasing supply of money ”—but Mr Robarts, 
of the National Provincial, fears that the restriction of the 
money supply in the private sector both here and in the 
United States may lead to world recession, which by foster- 
ing Government expenditure would in the end lead to 
further inflation. All the chairmen indeed place great 
emphasis on government spending ; and Lord Aldenham, 
of the Westminster, has the same objections as Mr Tuke 
to financing the nationalised industries by borrowing rather 
than from their own or Exchequer revenue. The bankers’ 
plans are in line with the demand by Mr Cobbold last 
autumn that the budget should achieve a balance over all 
expenditures, below-line included. 

The bankers feel, understandably, that the government’s 
shortcomings in its own sphere have consistently placed an 
unfair burden on themselves, and on the private sector 
generally. Lord Monckton shows that whereas gross 
national income, in money terms, had risen by two thirds 


between 1950 and 1957, credit balances on current accounts 
had actually fallen slightly. 

And he gives a useful new measure of the increasing 
amount of work to which the stable volume of money has 
been put—‘ business turnover,” comprising the annual 
totals of the turnover on current accounts at the Midland 
Bank, excluding the figures for a few City branches which 
are heavily affected by purely financial operations. The 
result shows a rise of 51 per cent between 1950 and 1957 ; 
Lord Monckton presumes that a similarly constructed index 
of all the clearing banks would not differ greatly. If the 
other banks should see their way to presenting such figures, 


an accurate measure of the velocity of deposits could at last 
be available. 


Weak Spot of Bretton Woods 


OTHING, Sir Oliver Franks voints out in the searching 
N analysis he presents to Lloyds Bank’s shareholders, 
can change Britain’s dependence on overseas trade ; and in 
the past § years the sterling system has by no means worked 
to Britain’s disadvantage. But it would be wise now to pro- 
vide “appropriate financial arrangements and incentives ” 
to the Commonwealth holders of the sterling balances to 
limit the stresses they place on the common system. Sir 
Oliver suggests that this might be done by maintaining here 
a combination of high long-term rates and (once the crisis 
is past) low short-term rates, to discourage the holding of 
balances in liquid form. This proposal would, of course, 
have major implications for domestic monetary policy. 

Sir Oliver’s main fear for the future is that the present 
system of world payments is ill-equipped to withstand the 
impact of general world deflationary influences, which may 
(and Sir Oliver puts it no stronger than that) be replacing the 
inflationary trends of the postwar years. If they do, the 
policies followed by creditor countries will be of decisive 
importance ; and whereas there is always a sanction against 
excessive deficit, namely bankruptcy, the same is not true 
of excessive surpluses : “ if over-expansionist policies can 
be suicidal, over-restrictive policies are undoubtedly fratri- 
cidal.” The most serious weak spot of the Bretton Woods 
rules is that they provide no means of correcting (though 
they do provide a sanction against) the obstinate creditor. 
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Obviously there is at present a danger from both America, 
if its recession gets worse, and from Germany, if its 
current surplus and its restrictive domestic policies con- 
tinue. Germany has a number of choices that would ease 
its pressure on its neighbours: further trade liberalisa- 
tion, foreign investment, revaluation, or an increase in 
domestic consumption. Any country is entitled to choose 
the remedy it prefers : “ but it is not entitled, if it wishes to 
act as a loyal member of an international system, to reject 
ali of them.” 

Finally, there is evident need to increase the world’s inter- 
national reserves. Sir Oliver makes two suggestions for 
special action. The first is a stabilisation loan for sterling, 
iu recognition of sterling’s own great contribution to world 
reserves, and perhaps to permit larger British foreign invest- 
ment than would otherwise be possible. The second is to 
give greater resources to the International Monetary Fund, 
through the deposit of countries’ exchange reserves for use 
by a more independently managed Fund rather than through 
a general increase in quotas. Sir Oliver has given the world’s 
bankers and finance ministers ample food for thought. 


BANKING TREND 


Year of Credit Expansion 


HE movements shown by the end-year balance sheets 
ei of the big banks are in striking contrast to those that 
most people might expect from a year that saw the imposi- 
tion of abnormally dear money and tighter directives over 
credit. Aggregate “net” deposits of the clearing banks 
(that is, excluding deposits represented by cheques in course 
of clearing) rose over the year by £211 million to £6,516 
million, or by 3.4 per cent. This is the biggest rise since 
1953 ; it contrasts with one of £44 million in 1956 and a 
decline of £298 million in 1955. 

This speeding up of credit expansion, moreover, was by 
no means confined to the period before the emergency 
measures of last September. In the last quarter of the year 
bank advances, partly in consequence of the new directive 


BANKING TRENDS COMPARED* 


(€ million) 

Deposits Advances Investments 

At end December 1956 1957 1956 1957 1956 1957 
DING 6 cckwccmcas 1412-9 1,512-6 368-5 377-5 479-2 497-2 
CO a awe i ceeee 1,200-3 1,260-3 336-9 327-3 373-9 372-3 
PROD S6vcciws cee 1,474-6 1,508-0 398-1 398-1 411-8 453-4 
National Provincial. . 816-0 832-2 256-7 240-1 221-1 220-1 
Westminster....... 856-8 889-6 257-9 251:5 242-4 253-2 
eee 324-9 334-8 86:0 91-5 89-1 89-4 
DOMES cas cccwccks 242-5 254-1 72-9 67:8 72-8 76-4 
Williams Deacon’s.. 135-7 136-4 49-1 45-9 38-3 36-0 
GIN FE ikca esas 57-1 70-0 21-3 18-9 13-7 13-3 
COE oii vticceees 49-4 50-5 16-3 16-7 14-4 11-4 
WRUINOE Ss con urease 85-4 89-5 33-3 33-9 23-7 26-1 


* As computed for end-year balance sheets. 


but also because of the fall in commodity prices, declined by 
£70 million, whereas in the similar period of 1956 they 
rose by £63 million. In spite of this contraction of advances, 
bank deposits rose during these three months much more 
than seasonally—by £342 million, compared with £263 
million in the final quarter of 1956 and £152 million in 1955. 
No less than £280 million of the expansion occurred in the 
last six weeks of 1957 ; the December rise in the seasonally 
adjusted index of Lloyds Bank, by 2.4 to 109.9, was the 
largest recorded for a decade. The only part of the year in 
which credit was less expansionary than in 1956 was that 
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affected by the run on sterling, when the Treasury was 
receiving large sums in sterling in exchange for its sales of 
dollars and gold. 

The main counterpart of the additional deposits, both 
over the year and especially over the final quarter, is indeed 
to be found in those of the banks’ assets that mainly reflect 
borrowings by the Treasury. These liquid assets—com- 
prising cash, loans to the money market, and Treasury and 
other bills—rose during the quarter by £386 million and 
over the year by £173 million, compared with only £20 
million in 1956. The ratio of these assets to deposits was 
raised by the year-end to 38.5 per cent, and for most banks 
was comfortable throughout the year. Thanks to this easy 
liquidity, the substantial additional advances made during 
the first half of the year could be financed by the banks 
without any considerable sales of investments. The £32 
million net decline in advances over the year (mainly repre- 
sented by repayments by the nationalised industries) was, 
indeed, much more than offset by a net addition to 
investment portfolios—by £68 million, raising them to 
some £130 million above the low point reached in August, 
1956. 


The Treasury’s Influence 


WO main influences seem to account for the Treasury’s 
increased borrowings through the banking system, and 
therefore also for the faster growth of deposits. First, the 
virtual seizing-up of the gilt-edged market, and the suspicion 


LONDON CLEARING BANKS* 
(£ million) 


End-years | Change during 


At end—December 





j | Nov. 20- 
1955 | 1956 | 1957 | % +t | 1957 | Dec. 31, 
1957 
Gross Deposits... | 6,612 | 6,656 | 6,929 | +273 | +420 
“Net” Depositst | 6,261 | 6,305 | 6,516 +21 | +280 
Liquid Assets... | 2,471 | 2,941 | 2,664 38-5 +173 +260 
CO ascniasace 565 | S71] 601| 87 | +29] + 66 
Call money .... | 506 | SOS| 525| 7-6 2b} 4113 
Treasury bills .. | 1,271 | 1,275 | 1,403 | 20-2 | +127 | + 79 
Other bills..... 129} 40} 1395] 1-9 | - Sy + | 
Investments and | 
Advances ... 3,867 | 3,893 | 3,930 | 56-7 | + 37 | 
Investments .... | 2,016 | 1,980 | 2,049 29-6 + 68 ; + il 
Advances ...... | 1,851 | 1,913 | 1,881) 27-1 | — 32 | 





* As computed for monthly statements. + Excluding items in course 
of collection. + Assets as a ratio of gross deposits. 
of fixed-interest securities generally, during a substantial part 
of the year made it impossible for the Treasury to finance 
as large a part of its domestic needs as formerly by sales 
of securities to the public. Its market sales (including the 
public take-up of new issues) probably did not quite keep 
pace with maturities and purchases, in spite of the very large 
sales achieved in the opening weeks of the year when Bank 
rate was being talked down. The Treasury’s domestic 
deficit, allowing for National savings, tax certificates and 
changes in the note circulation, was, however, only a little 
larger than in 1956. 

Secondly, the Treasury’s need to borrow sterling was 
increased by external influences, probably more substantially 
than in the previous year. Britain’s external surplus on 
current account cannot have been smaller in 1957 than in 
1956, and any such surplus tends to increase the Treasury’s 
need for domestic finance—that is, to repay Treasury bills 
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representing overseas sterling balances that are being run 
down. Such internal strains from the current surplus may be 
in some degree offset by the effects of capital pressures 
against sterling; it is possible that, over 1957 as a whole, the 
net offset of this kind was smaller than in 1956. That was 
certainly true of the final quarter, when the speculative move- 
ment was in the opposite direction, and thus must have then 
tended to reinforce the domestic financial strains resulting 
from the external current account. 


MOTOR INDUSTRY 


Patterns of Recovery 


HE end of the recession in the motor industry has left 
T slightly more of its total output in the hands of the 
three largest manufacturers. BMC, Ford, and Vauxhall. 
between them produced not quite 900,000 cars, vans, and 
lorries during 1957, which was rather more than three- 
quarters of the total, while two years before, at the height 
of the boom, the combined share of these three firms was 
a little under three-quarters. Since 1955, however, two 
of the three have completed hefty expansion programmes— 
but as the number of vehicles coming off their assembly lines 


VEHICLE PRODUCTION 


("000) 
1955 1956 1957 
PS esi beecbimasloenee 331 450 
PN Gckswaaieccenskceas 307 284 300 
PE: ccaccaunwegees sens 144 123 150 
DM: ccvncuxasosnwhpan 96 66 (60) 
MDD éksesecueodaewawon 120 105 one 
DEE pub cob Seu ckensseuce 92 8l 
PE kd ckddeaenexsaesekees 897 708 86l 
Commercial vehicles ....... 330 287 279 
DE ccc dccsateavnense’ 1,227 995 1,140 
Home registrations ........ 661 554 570 
SNES J. o55s5Sennenuuaes 527 458 543 


has grown only slightly over the two years, this increased 
net capacity has remained so far largely unused. BMC, 
which planned for a capacity of 12,500 vehicles a week, or 
well over 600,000 a year, is currently producing at the 
weekly rate of about 11,000, and Vauxhall is turning out 
about a third less than its new annual capacity of 250,000 
cars and commercial vehicles. Ford, which weathered the 
recession rather better than the other two companies, will 
not benefit from its expansion programme for about another 
year ; it has been producing to capacity since the summer, 
though a change of commercial models last autumn meant 
that its total output for the year fell slightly below 1955. 


IN THE MARKETS 


Australia’s Turn Soon 


ELIEF and sober satisfaction were the feelings with 

which the report of the “leak” Tribunal were 
received in the City. Both the gilt edged and the industrial 
sides of the market advanced ; the rally in industrials was 
barely perceptible ; but good business developed in medium 
and long dated gilt edged stocks, including the 1999-2004 
stock. Substantial investors showed by their buying that 
the report had disposed of a doubt—of an obstacle to busi- 
ness—and that investment policy could now return to its 
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pre-determined course. On Wednesday the Financial Times 
index of Government stocks jumped 0.24 to 80.26. 

Discussion therefore reverts to how far the present ten- 
dency of the institutions to use a high proportion of their 
available funds in the gilt-edged market is likely to carry the 
rise. Is there much risk of the-market running out of hand 
as it did with an unhappy sequel a year ago ? Certainly the 
official portfolio in the course of its open market funding 
has sold a large amount of stock recently though it cannot 
have been selling such great quantities as in the first weeks 
of last year. The recent issue of 5} per cent Exchequer 
stock has also been designed partly to maintain control 
at the short-medium end of the list. The danger of a 
weakening of control, which seems slight, exists at the long- 
dated end of the list. It is certainly not expedient to make a 
Government issue in that range of dates so soon after the 
shorter dated issue. 

The supply of long dated stocks must therefore be main- 
tained by a succession of smaller issues of trustee status. A 
few local authorities may be allowed to borrow and will 
probably be encouraged to stick to the 6 per cent coupon 
and to long dates. The largest of the forthcoming trustee 
issues, will, however, be for Australia and will presumably 
have to be made next month since it will replace £20 million 
of 3 per cent stock (1955-58) which matures at the beginning 
ot April. Such an issue would fit neatly into the pattern 
of the gilt edged market provided that it is long dated and 
at an acceptable price. That should also enable Australia 
to take advantage of the reviving demand for long dated 
stocks. Suggestions that Australia might not seek to make 
a London issue but replace this sterling loan by dollar 
borrowing are not taken seriously in the market. 


The Shell Prospect 


N the industrial side of the market the problem is still 
@) to accommodate the run of big capital issues. The £45 
million that “ Shell” Transport is to raise in the London 
market by its rights issue of one for ten at 110s. happens to 
be the largest industrial issue that the London market has 
ever tackled. It is flanked, also, by the Royal Dutch issue 
in New York and Amsterdam of one for eight at 30 US 
dollars (or 114 Dutch florins) raising about £81 million, so 
that the total sum that the oil giant will take from the capital 
markets of the world is £126 million. Owing to the differ- 
ence between London and New York rules it has proved 
impossible to quote “ Shell” Transport “ ex rights ” until 
after holders receive the provisional allotment letters to be 
posted on February roth. While the Royal Dutch rights are 
now separately quoted (at around 8s. 3d.) Shell is still 
quoted “cum rights”; the price of 141s. 103d. includes 
rights to the value of just under 3s. per share. 

It now seems certain that Burmah Oil will exercise the 
rights attaching to its large holding of over £3 million in 
Shell ; the company will thus have to put up about 
£1,700,000. The market understands that it will do so 
without either selling from its existing portfolio or having 
te raise additional capital within a year. That decision must 
have been taken with due regard to the timing of Burmah’s 
capital requirements in India. 

Over the coming months and indeed until the new Shell 
stock becomes fully paid on May 16th this great issue, on 
terms good enough to ensure success but without any margin 
of generosity, must overhang the market. Other big issues 
will also restrain prices. Babcock and Wilcox has announced 
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INDUSTRIAL 
EMPIRE 






The World's fastest growing 
industrial location invites 
you to participate and profit 


BRITISH 





COLUMBIA 


FOR INFORMATION WRITE: AGENT GENERAL, BRITISH COLUMBIA HOUSE, 
1-3 REGENT ST., LONDON S.W.1, ENGLAND 





LONDON TO 


Geneva—Rome- Baghdad 
Karachi—Dacca 


BY PIA SUPER CONSTELLATION 


Twice-weekly flights in each direction 

Step aboard a P.I.A. Super Constellation and learn what luxury 
means! Spacious air-conditioned comfort; fine food and 
drink ; genuinely personal service. Flying P.I.A. means more 
than air travel... it sets a new standard in luxury air-service. 


Connections at Geneva, for winter sports ; 
Rome for all Europe; Baghdad for the 
Middle East; Karachi for P.I.A.’s domestie 
network covering East and West Pakistan, 
Afghanistan, India and Burma. 


at Reserved Air Cargo space 
available on all P.1.A. flights. 










the airline for top flight service 


For reservations and information PAKISTAN INTERNATIONAL AIRLINES 
45 PICCADILLY, LONDON, W.1, REG 5544 * OR SEE YOUR TRAVEL AGENT 
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An account 
of 
stewardship 


At the end of 1957 our Deposits amounted 
to £1,259 millions. Here are four of the 
chief ways in which we have employed these 
vast sums entrusted to our care :— 


Advanced...to Trade, Industry, 
Agriculture and other borrowers 
£327 millions 


Invested ...in British Government 
Securities, including Treasury Bills 
£592 millions 


Loaned ... at Call or short notice to 
the Money Market..€88 millions 


Held as Cash ..£104 millions 


LLOYDS BANK LIMITED 


71 LOMBARD STREET, LONDON E.C.3 












































This underwater drilling 
barge will shortly 
be at work for BP in 
the Persian Gulf, 
80 miles from the 
Arabian mainland. 
The legs retract to 
enable it to be towed, 
and it has a helicopter 


landing platform. 





TODAY THE WORLD is using twice as much 
oil as in 1946. So far, production has kept pace 
with demand. At its expected rate of increase, by 
1966 demand may well have doubled again. What 
is being done to meet this situation? 

The answer is that exploration in known and 
suspected oil-bearing areas is proceeding on a 
colossal scale. In this world-wide operation the 
BP Group of Companies and its Associates are 
engaged, in some twenty countries, at an invest- 
ment cost running into millions of pounds. 


British Petroleum 
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BP MAPS THE FUTURE 


Can oil supplies 
be doubled in the 
next ten years ? 








BP is also increasing the capacity of its four- 
teen refineries; adding new vessels to its 2,000,000- 
ton tanker fleet; expanding its marketing system, 
which already covers a great sweep of the globe, 
from Canada through Europe to Asia, to New 
Zealand. 

In 1946 the world used some twenty million 
tons of BP products; in 1956 fifty-three million. 

The ever-increasing demand for oil must be met: 
no organisation in the world is working harder to 
meet it than The British Petroleum Company. 


COMPANY LIMITED 
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the terms of its debenture issue. It is to be £2 million of 6 
per cent stock 1980-83 at £97 and is offered to the com- 
pany’s ordinary and preference shareholders and debenture 
holders. With a good cover and a gross redemption yield of 
£4 4s. 8d. per cent the stock should prove attractive. Cana- 
dian Pacific Railway Company’s issue in Canada of $40 
million 15-25 year § per cent collateral Trust bonds at 98 
does not impinge directly on the London market. But the 
formation of a new subsidiary—Canadian Pacific Oil and 
Gas—has attracted the interest of stockholders in this 
country. It seems to foreshadow that the company will adopt 
a more forward oil prospecting and developing policy which 
might one day add a new spice of interest to the ordinary 
shares. 


FUEL CONSUMPTION 


A Whiff of Economy? 


HIS week’s cold snap has set salesmen in the fuel indus- 
tries rubbing their hands together. Warm weather 
last year—particularly at the wrong times—overlay all their 
individual difficulties, such as shortage of large coal within 
a surplus of small, or in oil the painful recovery after “ Suez 
rationing.” Over the year, average temperatures were just 
over 2 degrees Fahrenheit higher than in 1956 (itself a 
rather warmer year than the standard set by the 30-year 
average, 1921-50). Total fuel consumption in 1957 was 
probably down by 3 per cent. 

End-year figures from the National Coal Board show 
“gross inland consumption ” of coal as 212,968,000 tons: 
after allowance is made for exports and changes in stock 
of the coke made from some of this coal, the “ adjusted 
consumption ” figure will probably come down to 208-209 
million tons last year, 
against 214.5 million 
tons in 1956. In the 
first nine months of last 
year total oil sales inside 
Britain were a million 
tons, or 5} per cent, 


BURNING LESS COAL 


1956 1957 
(mn. tons) 


Electricity 
Railways 
Coke ovens 


Industry :— down on the same 
Iron and steel.... 
Engineering and months of 1956. Since 

then sales have re- 

Domestic covered enough to 


Collieries 
iiadiaenus suggest that for the year 


fuel oil sales, at least, 
Gross inland con- 





sumption 218-1 213-0 |may show a small 
increase; but total 
sales of petroleum 


products are fairly certain to be lower than last year. 
Reckoned in terms of “coal equivalent,” total fuel consump- 
tion may have been about 246-247 million tons in 1957, 
against 253.7 million tons in 1956 and 249.8 million tons 
in 1955. 

For the fuel industries in general, weather, the lack of 
expansion in industrial output, and Suez probably offer 
sufficient explanation of this ; but the coal industry in par- 
ticular must be looking rather more carefully at the levelling 
out of home coal consumption since 1953-54. Its guess that 
weather accounted for three million tons of the reduction in 
coal consumption last year is possibly liberal: in any case, 
that is probably only about half the total reduction, and 
industrial output has not been falling. Last year two of 
the coal conversion industries, electricity and the coke ovens, 





BUSINESS 


NOTES 335 


used about 2} million tons more coal than in 1956. Even 
if one ignores the collieries’ own cut in consumption, and 
excludes the railways and iron and steel making as sectors 
of the market known to be declining, there was a reduction 
of more than 63 million tons, or about 53 per cent, in 
demand from the remainder—gas, engineering, “ other 
industries,” and domestic coal consumption. 


OIL PRICES 


Cheaper Petrol? 


oo of a further reduction in the price of petrol 
seem premature. There has been no change in the 


“basic fob price of petrol in the US Gulf and Caribbean 


since petrol prices were last reduced in this country in 
November. The spot tanker market has collapsed, but the 
average freight rate paid on oil moving to this country, 
which is the rate taken into account in deciding on price 
changes, fell by only 11d. a ton between October Ist and 
January Ist, and is unlikely to have fallen at any faster rate 
since then. The gasoline market in the United States is 
admittedly weak, and refiners there, despite the narrow profit 
margins to which they are already working, may have to 
cut petrol prices by a further } cent a gallon. If that should 
happen, the British motorist could expect a corresponding 
reduction. But a reduction in the price of petrol in Britain 
before it falls in the Caribbean would mean that the oil 
companies had abandoned their cherished “ Caribbean- 
plus ” yardstick. The British market for petrol has been 
weak this year, even since the Suez restrictions were 
removed ; but because of the high tax on petrol, demand 
can only be stimulated by a price cut where large quantities 
are bought by a single buyer—in the highly competitive 
commercial consumer business, where special rebates off the 
scheduled price are already a common practice. 

Fuel oil sales, on the other hand, should benefit from 
a further price cut. Although the rate of conversions to 
fuel oil has recovered a little, so that over 1957 as a 
whole possibly a little more fuel oil has been sold than 
in 1956, the pre-Suez rate of increase in fuel oil sales has 
not been regained. Prices to large consumers are already 
quite heavily “shaded ” below the scheduled prices, and, 
for most uses, fuel oil is now again competitive with coal 
in price. The price of heavy fuel oil in the US Gulf fell 
last week by § cents a barrel and light fuel oils fell more 
sharply, at a time of year when the price usually rises, and 
this fall has not yet been reflected in a further reduction in 
fuel oil prices in Britain (except for marine diesel). But 





BRITISH WOOL CONSUMPTION 
Million Ib per working day 


The British wool industry seems 
to have passed its peak ; the 
upper line shows the daily total 
consumption of raw wool and the 
lower the consumption in top 
making. The lower shaded por- 
tion therefore depicts activity on 


WOOLLEN 


the worsted side of the industry 
and the upper, the woollen side. 
Other fibres consumed in con- 
junction with wool are excluded. 





Source : Wooi Industry Bureau of Statistics 
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British prices were reduced in November rather more than 
fob prices in the Caribbean ; a cut in Caribbean prices now 
without a corresponding fall here would therefore merely 
bring British prices back into line with the Caribbean plus 
formula, which, in the case of fuel oil, a product that still 
crosses the Atlantic in quite large quantities, is still a reason- 
able basis for pricing. Colder weather in Europe this week 
may stimulate fuel oil sales here without a price cut, and 
indeed the weather, both here and on the eastern seaboard of 
the United States, still holds the key to fuel oil prices every- 
where. 


FOREIGN EXCHANGE 


Sterling “Ex Leak” 


TERLING has been in good commercial demand during 
S the past week, particularly on American account. In 
the official market the rate has been held at $2.814. It 
would have gone bounding towards its ceiling of $2.82 but 
for sizeable purchases of dollars by the Exchange Equalisa- 
tion Account. The Bank Rate Tribunal Report has been 
well received, but to have had little positive effect on busi- 
ness. After Mr Thorneycroft’s resignation foreign centres 
lost interest in the Tribunal’s investigations. The reassur- 
ing verdict, however, has prevented renewed pressure on 
sterling that would otherwise have occurred. 

The transferable sterling rate has also recovered slightly, 
reaching $2.79. The Japanese selling of transferable sterling 
seems to be finished, and there has been a good demand for 
it from the Continent. Forward sterling against dollars has 
held steady at around 27/32 premium for one month. This 
indicates an interest rate of about 33 per cent per annum, 
which approximately spans the difference between bill rates 
in New York and London. The further decline in American 
interest rates which has been started by the reduction in 
the Philadelphia Reserve Bank rediscount rate may involve 
a slight widening of the dollar premium. 

Against Continental currencies, however, sterling has 
barely held its level this week. The position in this group 
of currencies is still dominated by the exceptional strength 
of the guilder, which has been getting the advantage of 
covering of bear accounts. The reduction in The Nether- 
lands Bank rate from 5 per cent to 43 per cent was another 
sign of this new found strength. The British Exchange 
Control appears to have gained very few Continental 
currencies during the past month. On the evidence of 
foreign exchange market dealings—as visible to the naked 
eye—the end of January gold and dollar reserve figures 
should show an appreciable improvement, though the EPU 
settlement may be somewhat disappointing. 


INTEREST RATES 


Cheaper Money Abroad 


NE of the disadvantages of having had to defend sterling 
QO tooth and nail last autumn and of having still to 
nurse it carefully, is that London has become one of the 
dearest money centres in the world. Another disadvantage 
is that other countries can now afford to meet incipient 
recession by easier money while London cannot yet take 
that risk. As foreign interest rates come down and London 
rates remain steady the interest differential in favour of 
London widens. That has begun to happen. This differential 

\ 
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does not automatically produce its own anti-body. To the 
extent that funds brought to London are matched by 
forward sales of sterling the gold reserve does not in the 
short run benefit. Three moves in the direction of relaxation 
must be recorded. 

In West Germany the Bundesbank cut its rediscount 
rate last week from 4 per cent to 3} per cent. This cut 
follows the similar reduction made in September when 
the London Bank rate was raised to 7 per cent. The 
previous reduction was doubtless a German contribution to 
the problem of the hot money going into marks and the 
pressure on sterling. The present move, inspired by a 
slackening of employment, order books and production, 
looks more significant. It may mark a move away from the 
tightly restrictive measures with which Germany has in 
recent years held its economy in check. The Netherlands, 
now enjoying the bear covering that follows the pressure 
on the guilder last summer, reduced its Bank rate on 
Thursday from § per cent to 43 per cent. 

American moves toward offsetting recession have been 
more complex. Doubtless a reduction in Federal Reserve 


BANK RATES 
January |, July |, Now 
1957 1957 
Per cent. 

| res 3 ‘ 3 23-3 
RN oo pS noc cues ase 3-92 4-06 3.90 
United Kingdom .......... 5} 5 7 
RR ror er 5 4h 34 
| eee 3} 3} 43 


rediscount rates has a part to play. The Philadelphia 
rate has already been cut from 3 per cent to 2} per cent 
and reserve banks in other centres may follow. In doing 
so they will be loosening the credit screw in the 
orthodox way, as they did in November when the rate 
came down from 35 per cent to 3 per cent. But the 
American monetary authorities have a variety of weapons 
in their armoury and they have already used one other: 
the margin requirement on the New York Stock Exchange 
was reduced from 70 per cent to 50 per cent, thereby 
allowing the investor (and speculator) to operate with more 
borrowed money and less of his own resources. If the move 
were successful it would show first through Stock Exchange 
prices, only gradually breeding increased confidence in 
industry and trade. It must be recorded that the reaction 
on Stock Exchange prices has so far been modest. Since 
January 14th, the day before the announcement, the Dow 
Jones industrial average now at 445.70 has shown a net gain 
of 3.90, almost all of it secured on the day of the 
announcement. 


OPENCAST COAL 


Power to Ravish 


© politician could enjoy introducing permanent 
N legislation to replace the Defence Regulations under 
which the National Coal Board works coal opencast by 
stripping the surface from some of Britain’s fields, but this 
week Mr Maudling was reasonably businesslike about the 
distasteful necessity. Other speakers in the Commons on 
the second reading of the Opencast Coal Bill dilated more 
eloquently upon the unpleasantness of what is a brutal 
though efficient and cheap way of getting coal. Since the 
last Labour Government had committed itself to the fore- 
cast that opencast working would not be needed after 1953, 
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and the then Conservative Opposition had attacked them 
for not ending it before, most members were somewhat 
shamefaced in accepting the new measure. This bill will 
confer powers upon the Board to obtain, for ten years, 
“compulsory rights orders” for the use of land over 
periods of up to ten years ; so, in effect, it may authorise 
opencast mining during 20 years from the time that it 
becomes law. 

Opencast production amounted to 13,582,600 tons last 
year, and was entirely responsible for the small increase 
in total coal output, because production from the deep 
mines fell. About 110 sites are being worked today by 
civil engineering contractors on behalf of the board. This 
strip mining is a matter of large-scale earth moving and 
excavation, performed with heavy mobile equipment and 
generally operating 24 hours a day : the yearly productivity 
is about 1,200 tons per man employed, against 295 tons 
a year for deepmining, and costs are far lower, so that 
both the contractors and the board make a comfortable 
profit on it. This coal near the surface is often not of 
particularly good quality, but as far as size goes it is no 
worse than deep mining ; something over 30 per cent of 
its output goes into the “ large coal” grades. 

Rights of protest before land is taken over for compul- 
sory use, of compensation or, at the owner’s option, of 
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purchase, are probably more favourable to the landowner 
under the new bill than under the arrangements the board 
has recently been making, quite apart from the conditions 
imposed in the early years of opencast working. The 
restoration of the land, moreover, is now perhaps about 
as careful as it could be—the board accepts considerably 
greater obligations in this respect than most other industries 
working minerals from the surface. However reasonable 
these provisions may be, they will not persuade landowners 
to like the infliction : this rape of the earth, even when 
inevitable, is not one that anybody can relax and enjoy. 


OVERSEAS STERLING AREA 


Ghana’s Sterling 


LURID gloss has been put on some remarks that K. A. 

Gbedemah, Minister of Finance in Ghana, made about 
the new Dominion’s sterling balances. What he said when 
he returned from discussions in London was that plans had 
been completed “for the better management of the assets, 
most of which are now invested in British Government 
stocks.” The interpretation which some have chosen to 
put on these words, namely, that Ghana is about to effect 
massive conversions of sterling into dollars and other cur- 
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Import* Gains and Losses in 1957 


1957 %, change 
£ million on 1956 


increase in textile exports since 195I. 

Import trade was considerably dis- 
turbed by the Suez crisis which delayed 
from 1956 goods to the value of about 
£30 million. Two-thirds of the rise 
of 13 per cent in imports from the 


* Saar included with France in 1956 but with 
Western Germany in 1957 
t Excluding repayments of silver bullion. 
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Wood engraving by John Farleigh 


| The Floating Mountain 
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THE WRITINGS of Ibn-Battutah, a 14th-century traveller, 
make lively reading. Once, in the Java Sea, his boat was 
caught in the monsoon and tossed about for forty days. 
Suddenly the clouds lifted and the seamen saw a 
mountain rising from the sea. The whirlwind rushed 
them towards it. When they were but ten miles away the 
mountain seemed to hover between sky and sea. The 
sailors wept, and bade one another farewell. “What we 
thought was a mountain is a roc. This monster bird will 
surely destroy us.”’ But all at once a favourable wind 
arose and carried them to safety. So Ibn-Battutah never 
knew what he had seen—an airborne mountain or the 
legendary roc. 

Unearthly dangers no longer menace travellers, But there 
are mundane risks enough that travelling merchandise 
must face. That is why modern manufacturers protect 
their goods with cartons of ‘Thames Board’, and 


‘Fiberite’ cases in solid or in corrugated fibreboard, 


THAMES BOARD MILLS LTD 


aM 


Oae 


Purfleet Essex and Warrington Lancs 


“O? THE LARGEST MANUFACTURERS OF BOARD AND PACKING CASES IN BRITAIN 
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rencies and in effect pull out of the sterling area, is without 
foundation. All that is intended is to transfer the responsi- 
bility for the investment of these funds from the Crown 
Agents to a permanent committee of financial experts, in 
the main British, who will be appointed by and solely 
responsible to the Ghana Government. This move is at 
least not inconsistent with the emergence of Ghana as a 
self-governing dominion. 

Mr Gbedemah referred to sterling balances amounting to 
nearly £160 million. These are mainly funds accumulated 
since the end of the war and held by the Cocoa Marketing 
Board, Pension Funds, and various funds other than the 
currency reserve. The latest available global figures for 
Ghana’s sterling balances relates unfortunately only to the 
end of 1955 when they amounted to £215 million, of which 
£40 million was held by the Currency Board as backing for 
the currency issue. The present figure of £160 million 
would compare with the £175 million which was invested 
for funds other than the currency reserve in 1955. The 
sterling securities held by the Currency Board will be trans- 
ferred to the new Central Bank this year, and it may well 
be that arrangements will later be made for departing from 
the present practice of 100 per cent sterling cover for the 
currency. That together with some reshuffling of sterling 
securities seem to be the only moves under contemplation. 
One of the reasons for the demand for “ better manage- 
ment ” of these assets—a phrase that seems wounding to the 
Crown Agents—may well be their serious depreciation along 
with other gilt-edged stocks last year, and the consequent 
desire of the Ghana Government to keep them much shorter- 
dated in future. 


COMMODITY EXPORTS 


A New Trade Index 


NEW index measuring the volume of the trade of the 
A overseas sterling area is introduced alongside other 
statistical material in the current issue of Economic Trends. 
This shows exports from the area doing about as well as 
those from similar primary producing areas, sharing with 
them a growth that has failed to keep pace with that of the 
parts of the world trading in manufactured goods. Between 
1950 and 1956 world exports rose about two-thirds in value 


TRADE. OF THE OVERSEAS STERLING AREA 
(Index numbers 1950= 100) 
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and about 45 per cent in volume; the exports of the overseas 
sterling area in the same period rose 23 per cent in value (or 
34 per cent if Middle East oil is included) and about the 
same, or slightly more, in volume. 

The demand for raw materials has, the figures suggest, 
shrunk in relation to final output of manufactured goods. 
They might reflect, for example, the spreading of tin more 
thinly on the tinplate or the growth of synthetic rubber 
usage. Moreover, industrial countries have increased 
their domestic production of raw materials and have also 
been buying more from each other. Thanks to the support of 
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United Kingdom sterling purchases, the overseas sterling 
area has been feeling this pressure only in the last few 
years, but in that time it has suffered a marked decline in 
its share of imports into the main manufacturing countries. 
There is naturally an obverse of the same medal—the long- 
term results of industrialisation in the overseas sterling area. 
Manufactures and semi-manufactures accounted for 19 per 
cent of the value of domestic exports (excluding oil) in 1950, 
21 per cent in 1956. The trend seems to have started 


towards the export of more highly finished goods rather than 
raw materials. 


OIL TANKERS 


More Ships; Less Oil 


ANKER freight rates plumbed new depths last week when 
T spot cargoes from the Persian Gulf to the UK/ 
Continent were fixed at about 13s. 6d. a ton (excluding 
Suez Canal dues of 6s. 3d. a ton). This is a mere quarter 
of the “normal ” rate for the voyage, well below the rate 
at which even the most modern and efficient vessel can 
operate at a profit. At the peak of the Suez shortage last 
year up to £19 a ton was being paid: the freight then 
represented nearly four times the fob value of the oil, 
whereas today it amounts to less than a fifth. An owner 
would accept such unprofitable rates only as an alternative 
to the even less profitable journey home from the Persian 
Gulf in ballast, and it would presumably be his intention to 
lay the ship up at the end of the voyage. Though the spot 
market has collapsed, the great bulk of independently owned 
oil tankers are still being operated on quite profitable time 
charters that still have months or even years to run. The 
Average Freight Rate Assessment, which includes all tankers 
in use, still stood at the beginning of January at nearly five 
times last week’s single voyage rate, and is unlikely to have 
fallen appreciably since then. Paradoxically, while many 
of the tankers now operating profitably under time charter 
are old vessels that might well be laid up, several brand 
new tankers in Norwegian and German yards for which 
no time charters had previously been arranged have taken 
one look at the spot market and gone straight from the 
builder’s yard to the laying-up berth. About 2} million 
deadweight tons of tankers are now laid up, to say nothing 
of those temporarily unemployed, and the oil companies, 
whose re-entry into the market as charterers provides the 
only hope of an early revival in rates, are still re-letting 
their own or chartered tonnage. 

Short of another closure of the supply routes through the 
Middle East, there is little in recent forecasts of oil demand 
in 1958 to encourage tanker owners. Between 1950 and 
1956 the world demand for oil was rising at an average rate 
of 73 per cent a year ; as average tanker hauls lengthened 
with the increased reliance on the Middle East, the demand 
for tanker tonnage increased at a faster rate, by 103 per cent 
annually during the same period. Today, few oil companies 
would put the probable average increase in the world 
demand for oil between now and 1960 at above 6 per cent 
a year, and it also seems unlikely that the average length of 
tanker haul will continue to increase, unless much more 
reliance is placed on the Cape route to Europe from the 
Persian Gulf. With over 5 million tons of new tankers due 
to be delivered in each of the next three years, more cancel- 
lations of orders and accelerated scrapping of old tankers 
can hardly be avoided. 








340 BUSINESS NOTES 


SHIPBUILDING 


Writing on the Wall? 


P LUNGING tanker freights and berths crowded with laid 
up tankers must inevitably cast shadows across the 
shipyards, but, so far as British shipbuilders are concerned, 
the impact as yet has been small. According to the Ship- 
building Conference, orders for only 15 ships totalling 
100,000 gross tons had been cancelled in British yards by 
the end of the year, and most of these were dry cargo 
vessels ; options not taken up on berths may have accounted 
for another 100,000 tons. Thus British yards entered 1958 
with an order book worth some £1,000 million, comprising 
812 ships of 6,828,000 gross tons, nearly 400,000 tons more 
than they had on the books twelve months earlier. Nearly 
1,500,000 tons, however, had been added in the first nine 
months of the year, and only 180,000 tons were ordered 
after September, when the slump in the spot tanker market 
began to look more permanent. Contrary to some reports, 
the P. & O. has not changed its programme to build some 
500,000 dwt of tankers, with the first delivery promised 
for late 1958—though whether it will be able to find profit- 
able employment for them immediately is another matter. - 

Foreign yards, especially in the United States and Japan, 
have felt the wind earlier. New orders by oil companies 
have more or less balanced deliveries of new ships and can- 
cellations of existing orders, so there has been little change 
in the total of some 34 million deadweight tons supposed to 
be under construction or on order throughout the world. 
No oil companies are known to have cancelled firm orders 
(though they may have decided against the additional build- 
ing programmes many of them had under consideration) ; 
oil companies can always dispense with chartered tonnage 
to make way for additions to their own fleets, and may even 
welcome the opportunity to raise the proportion—which 
had been falling—of the owned to chartered vessels in their 
fleets, as a matter of long term policy. But the independent 
operators, except where they have already secured time 
charters for vessels not yet delivered, must now forfeit their 
pound of flesh to the oil companies who provided them with 
fat pickings last winter. | Last week, for example, the 
Onassis interests were reported to have cancelled a contract 
to build three 47,750 ton tankers in an American yard ; and 
to judge from the favourable payment terms and short 
delivery dates now being dangled before unwilling ship- 
owners by Japanese shipbuilders, American yards are not 
alone in feeling the pinch. Cancellations now could, not 
have much effect on the rate of deliveries from yards before 
the middle of 1959, at the earliest. So the tanker surplus 
is bound to become worse for at least the next eighteen 
months. 


MONORAILS 


By Air to the Airport 


HE main attraction of the project for a monorail link 
T to London airport that a consortium of six British 
firms have put up to the Minister of Transport is the claim 
that it has a very strong chance of paying its way. A 
helicopter service has never seemed likely to do that, nor do 
the present airport coach services ; and the scheme for a 
rail link, also starting from Victoria station, would cost about 
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£16 million, which would be double the capital expenditure 
that the consortium Air-Rail, Ltd. expects its project to 
involve. If the Ministry is satisfied that the monorail would 
be completely safe and if all the other legal preliminaries 
are cleared, it could be ready for operation in 1961. By then 
passenger traffic to and from the airport is expected to have 
increased from more than 3 million now to over § million. 
If the monorail could secure half of that traffic, Air-Rail 
reckon that it would more than cover its operating costs and 
capital charges with a single trip fare of 5s. In addition the 
monorail would be able to carry freight from the new 
Victoria air terminal (the cost of which is not included in the 
£8 million) and any commuter traffic to the airport area. 

The two other advantages of a practical and Viable 
monorail service would be its speed and its ability to operate 
in all kinds of weather. Two parallel concrete rails would 
run for sixteen miles from Victoria to the airport, following 
the Southern Region railway as far as Feltham, then cutting 
across country to the airport. To this spur the rails would 
be carried on pillars and nearer the airport they could run 
along the ground. This would give an unimpeded run in 
each direction at speeds of up to 100 mph, which the 
first diesel-powered bus-type coaches would be able to do. 
Signalling and traffic control by an induction relay system 
would be designed to give the monorail something equiva- 
lent to automatic train control, so that fog and darkness 
would not limit journey speeds. 

The monorail system Air-Rail offers to develop is the 
saddle-type in which the coaches run astride the rail, instead 
of being under-slung. Originally a British invention, it has 
recently been taken further by a Swede and tried out for a 
short distance in Cologne. It runs on tyres with supporting 
wheels running along the top of the rail and guiding and 
stabilising wheels on the vertical surfaces ; tyres reduce 
the noise of movement but set, at present, a limit to maxi- 
mum coach speeds. This Air-Rail coach has a normal set 
of wheels as well so that it can leave the rail at either end 
and travel as an ordinary bus. Thirty coaches, to make 
up ten or more train sets tailored to aircraft loads, would be 
built to begin with. 


EXPORT CREDITS 


ECGD’s Record Business 


RECORD value of £485.4 million of goods was 
A shipped under insurance granted by the Export 
Credits Guarantee Department last year. That is 185 per 
cent more than in 1956, and a notable achievement with 
which to face the Speed Committee at present re-examining 
the Department. But as might be expected the growth 
eased in the last quarter, falling to a rate only 7 per cent 
above the 1956 level. There was also a marked difference 
between the trend of medium-term and of short-term 
policies. 

The insurance of new medium-term transactions—trans- 
actions involving credit up to a maximum of about five 
years—reached a record of £156.6 million during the 
calendar year. New business in this field—mainly of the 
capital goods type—was thus double what it was in 1956. 
On the other hand, the face value of short-term policies out- 
standing at the end of the year declined by £28.0 million, 
to £518.6 million, while the average face value of each policy 
fell by 8 per cent. Since policies are normally taken out a 
year in advance, this may give some indication of how British 
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exporters of non-capital goods estimate their prospects. 
Indeed, the high current level of insured exports represents 
the fulfilment of expectations held in 1956, when the total 
value of outstanding short-term policies rose by £56.8 
million, or nearly 12 per cent, and the average value rose 
by 6 per cent. 


MOTORWAYS 


The First 53 Miles 


HE speed at which the London-Birmingham motorway, 
which will run for 53 miles from the St. Albans 
by-pass to the Dunchurch by-pass near Birmingham, is to 
be completed is certainly fast. The Ministry of Transport 
invited tenders for four sections of the motorway with two 
alternative completion dates, October next year and October, 
1960, and has decided to award the contract for all four 
sections to John Laing, stipulating that each section is to 
be ready by the earlier of the two dates. As the major 
excavation work will take Laing most of the rest of this 
year, the laying of the concrete and the construction of the 
62 major bridges will have to be done in little more than 
ten months. This rate of motorway building will compare 
very well with the pace of any previous work on the 
Continent or in North America. 
Though the work has to be done in so short a time, the 
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award of the contract to a single firm (which quoted the 
lowest price for all four sections) will allow that firm to 
use its equipment and organisation more effectively. Laing, 
which is one of the largest road builders in Africa—where 
conditions are admittedly somewhat different—intends to 
split the work up into the four original sections, with a 
separate team for each. It has the necessary concreting 
plant already, and envisages no difficulty in adding to its 
stock of excavation equipment, recruiting additional labour, 
or in securing supplies of materials. 

But this sudden burst of speed by the Ministry of 
Transport in its motorway programme causes more surprise. 
Plans for the London-Birmingham motorway, which will 
form the southern part of the Y-shaped north-south motor- 
way linking London with Lancashire and Yorkshire, were 
first announced three years ago and the intervening time 
has been taken up in various preliminary negotiations and 
surveying. Both the Preston and Lancaster by-passes, which 
are small parts of the Lancashire branch of the motorway, 
are now being built at the rate of two years or more for 
stretches only nine and eleven miles long. The 21-mile 
Ross Spur, too, is expected to take 2} years to build. Would 
it be merely churlish to think that part of the explanation 
for this sudden quickening up is that, if this week’s contract 


- is completed on time, Mr Watkinson has a good chance of 


being present as Minister of Transport at the opening of 
the first long motorway, before the next General Election ? 


COMPANY AFFAIRS 





F. W. WOOLWORTH 


TT was a little buying of the §s. 
ordinary shares of F. W. Woolworth 
before the company’s 
nouncement. The small gain in the 
price was, however, lost when the 
dividend of 40 per cent for 1957 was 
announced. It was exactly equivalent, 
after allowing for the 50 per cent free 
scrip issue, to the 60 per cent paid for 
1956. The §s. units, now standing at 
39s. 74d., yield just over 5 per cent, a 
figure which implies that shareholders 
still expect rising dividends. 


dividend an- 


Following the revaluation of its 
properties, the company’s provision for 
depreciation has more than doubled at 
£312,239 against £680,692. Gross 
trading profits before deducting that 
charge have risen from £23,631,594 to 
£24,752,445, a cheering increase of about 
4; per cent which must mean an expan- 
sion in turnover more than sufficient to 
offset rising costs. Woolworth’s tax bill 
has risen from 12,313,238 to 
£12,838,552, and its net profits have 
edged up from  (£11,006,117 to 
£11,233,201. The net ordinary dividend 
absorbs £7,762,500, but the ordinary 
earnings cover—about §7 per cent 
—is high enough to justify those 
who look for some increase in the 
dividend one day. But will F. W. 


Woolworth and other retailers of con- 
sumer goods be able to repeat in 1958 
their 1957 achievements—achievements 
which, in part at least, have already been 
discounted in share prices ? 





MONTAGUE BURTON 


EW blood was injected into the 

management of the multiple tailors, 
Montague Burton, when in 1953, not 
many months after a bad spell of net 
trading losses, it absorbed Jackson the 
Tailor (and in effect Mr Jacobson). 
Since then the record has been progres- 
sive. In the year to August 31st last, 
the company’s gross profits rose by 
£213,967 to £2,431,113. After tax, net 
profits rose from £993,535 to £1,063,867. 
Allowing for the 100 per cent free scrip 
issue in non-voting “A” ordinary shares 
the ordinary dividend has been effectively 
raised from 83 to 10 per cent. The new 
dividend absorbs £256,353 net and is 
covered over three and a half times ; 
Throgmorton Street was disappointed 
with the dividend, marking the ordinary 
units down. 

This is a handsome cover but it is not 
the only reason why both the ordinary 
and “A” ordinary shares are highly 
priced. The ros. ordinary units (that 
carry votes) stand at 24s. 43d. and yield 
only £4 2s. per cent and the ros. “A” 
non-voting ordinary units stand at 
21s. ro}d. and yield £4 12s. per cent. 
Yields as low as these are not justified by 
trading results alone—nor by prospects, 
on which the fall in wool prices must 
have some bearing. The yields are low 
for the same reason that a differential 
exists between the prices of the voting 
and non-voting stocks: Montague 
Burton is the prey of recurrent rumours 
of possible take-overs. Such rumours, 


however baseless in fact, have this justi- 
fication: in recent years, multiple 
tailoring has been heavily concentrated 
under the control of two big groups, 
Great Universal Stores and United 
Drapery Stores. How long, the rumour- 
mongers ask, can Montague Burton 
stay independent ? Or, indeed, how long 
is it willing to do so ? 


STEEL RESULTS 


B’ coincidence and by contrast, the 
reports that round off this year’s 
trading results from the iron and steel 
industry are from companies reporting 
lower profits. These are the exceptional 
reports; the other steel giants reported 
better earnings and dividends. They 
come from companies which have not 
been, as many of the others were, 
massively engaged in development 
programmes. 


Richard Thomas and Baldwins, still 
nationalised, issues its report to its single 
shareholder, ISHRA. Tersely, all its 
directors say about the fall in trading 
profits from {10,075,840 to £9,694,407 
is that it “ resulted from various factors, 
some domestic and some external.” But 
they do mention the closing of hand 
mills and add that “the position of cer- 
tain other old-type works owned by the 
company, including steel works, is under 
review and some further closures may 
be necessary.” 

A continuous galvanising plant at 
Ebbw Vale and a sheet steel plant in 
the Midlands accounted for much of 
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the money spent on capital account 
last year. Outstanding capital commit- 
ments are estimated at about £5,400,000. 
Because of an increase in stocks and 
debtors, the group’s liquid resources 
were reduced from £7.1 million to £4.2 
million (largely made up of a loan of 
£3,250,000 to ISHRA) during the year. 
The group should have no difficulty 
in meeting its immediate capital com- 
mitments, which are small beer for 
the steel industry and for Richard 
Thomas and Baldwins. The main ques- 
tion is still whether or not another 
strip mill is to be built and whether 
or not RTB is to be concerned in it. 
Until that issue is resolved, the costly 
alternative development projects that the 
company has in mind—and probably its 
denationalisation—are likely to wait. 


Lancashire Steel raised its ordinary 
dividend from 11 to 14 per cent despite 
a fall in its gross trading profit from 
£3,864,930 to £2,861,880. In the full 
report the directors merely repeat the 
view they expressed in the preliminary 
announcement—that the principal cause 
of the fall in earnings was that the Iron 
and Steel Board did not allow high 
enough prices for billets, wire rods, 
bars and light sections. Since the 
end of the financial year earnings have 
improved. During the year the group 
spent nearly £2,300,000 on capital 
commitments are estimated at nearly 
£1,600,000. Lancashire Steel has not, 
as many other steel companies have, a 
big development programme to com- 
plete and at the end of last September 
it held about £2,400,000 in liquid assets. 


Arthur Lee and Sons is a much smaller 
concern, making strip steel, wire rods 
and bright drawn steel bars. It, too, 
has reported a fall in trading profits— 
from £1,351,212 to £1,219,247. It has 
left its ordinary dividend unchanged— 
at 10 per cent,. less tax, plus a tax free 
bonus of 23 per cent. In his statement 
the chairman, Mr G. Wilton Lee, 
attributes the fall in profits to the 
recession in the motor industry (the 
company’s biggest customer), to the in- 
crease in costs without a “commen- 
surate increase” in controlled selling 
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prices, and to some reduction in orders. 
But orders, he adds, are now “much 
healthier than they were a year ago.” 
He looks forward to a “ successful year.” 


WESTINGHOUSE BRAKE 
AND SIGNAL 


ewe and progressive is not an unfair 
description of the merits of the £1 
ordinary stock units of Westinghouse 
Brake and Signal. For the year to end- 
September the ordinary dividend was 
effectively raised from 9 to Io per cent, 
following an advance in gross profits 
from £1,733,122 to £2,143,466 and in net 
profits from £741,620 to £888,847. On 
this dividend the £1 units at 33s. 73d. xd 
yield just under 6 per cent. 

Last year also witnessed a rights issue 
of ordinary stock, raising about £3 mil- 
lion. This new money eliminated the 
bank overdraft of £1; million, which 
had been spent on the group’s capital 
programme; at the end of September 
the group had net liquid assets of about 
£725,000, to set against immediate capital 
commitments of £856,000. 

Thus the group is well placed to meet 
the further demands that will be made 
on its productive resources this year. 
Last year, costs were rising but the pres- 
sure on profit margins was offset by a 
bigger volume of production, as new 
equipment and plant began to make its 
contribution. Record deliveries were 
achieved both at home and overseas. 
Other major factors in bringing about 
the increase in profits were better results 
from subsidiaries in the Commonwealth 
and the elimination of losses made earlier 
by Douglas (Kingswood), which as well 
as making brakes and pneumatic control 
equipment is fhe manufacturer of 
“Vespa ” scooters in this country. Orders 
received last year were again a record 
and the chairman, Mr A. R. S. Nutting, 
says that the modernisation programme 
of the British Transport Commission, 
while it had no material effect on the 
1956-57 results, will swell the demand 
for vacuum brakes and signalling equip- 
ment “ during 1958 and thereafter.” The 
Westinghouse ordinary stock units should 
ride through 1958 quite comfortably. 


STOCK EXCHANGE 
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London Stock Exchange 





FIRST DEALINGS: Jan. 15 Jan. 29 Jan. 12 
LAST DEALINGS: Jan. 28 Feb. 11 Jan. 25 
ACCOUNT DAY: Feb. 4 Feb. 18 Mar. 4 





UBLICATION of the “leak” report, 
lower interest rates abroad, a fall 
in the Treasury bill rate and another 
rise in sterling encouraged buyers of 
gilt-edged stocks after a pause on 
Tuesday, but prices responded more 
briskly on Wednesday, lifting the Finan- 
cial Times index of Government securi- 
ties a further quarter of a point to 80.26, 
compared with 79.75 a week before. The 
new Exchequer stock crept up steadily 
to 99; from its issue price of 99}. 


Industrial stocks moved uncertainly, 
last Thursday’s improvement giving way 
to weaker conditions until a rally on 
Wednesday more than made good the 
losses. Bank shares gained ground, 
Barclays rising 1s. 6d. to 41s. 6d.xd. and 
Lloyds 1s. 9d. to 44s. 6d. But discount 
houses suffered losses, National Discount 
“B” falling 2s. 6d. to 30s. xd., and 
Union Discount Is, 3d. to 41s. 9d. 
Following the results, Borax declined to 
18s. 13d. at one time, before recovering 
to 18s. 44d. De La Rue gained 1s. 6d. 
to 23s. on the proposed free scrip issue. 
Record export earnings failed to halt a 
fall in motor shares. There was a more 
pronounced slide in aircraft stocks, 
among which Hawker Siddeley slipped a 
further 1s. 6d. to 26s. 6d. Steel shares 
stage a sharp recovery on Wednesday ; 
Colvilles convertible debenture, which 
started at a discount on Monday, rose 
to its issue price. Shipping shares re- 
ceded, P & O falling 1s. 3d. to 22s. 9d. 


Despite a reaction last Friday, leading 
oil stocks, with the exception of Burmah, 
made gains of several shillings, but be- 
came uncertain on Thursday. Royal 
Dutch rights were quoted at 8s. 3d. 
Platinum shares fell heavily before the 
passing of the interim dividends, and 
weakened further on Thursday. Tin 
producers turned easier, and copper 
mines drifted lower. 


INDICATORS 


** The Economist ” Indicator 


| 
1957/8 Indicator Yield % 1957 | 1956 











| High ‘ High | Low 


| 295-0 | 171-2 | 210-4 | 170-0 
| (July 10) | (Nov. 6) | (Jan. 4) | (Nov. 28) 


** Financial Times ” Indices 


Ord. | Ord. 


1958 | Indext| Yield 
| 


163-9 
Bases :—*1953= 100. 


ixed |. 24. | Bar- | 1956 1957 
nt.t i\Consols| gains = ———-+—___— 
+ | "Yield (Marked) High | High 

207-6 | 203-6 
7,260 | (July 9) } (Jan. 3) 

6,573 
6,416 Low Low 
8,792 | 159-0 | 161-5 
6,702 | (Nov. 6) | (Nov. 29) 
6,689 | 


+ July 1, 1935=100. + 1928=100. 
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FUN . 
ses 1957 Irie - Price, | Price, | Yield, ast ORDINARY Price, | Price, | Yield, 
_— AND Jan. 15)Jan. 22, Jan. 22, Dividends STOCKS Jan. 15, - 22, Jan. 22, 
_— GUARANTEED ("1958 v 1958 1958 (a) (b) (c) 1958 | 1958 |~ 1958 
High | Low STOCKS eae 7 ot. : Ee yee a Regen 
a cei a a if & @ s. d. | 
| 97 96%1315 215 5 8 % % \STEEL. & ENGINEERING! if a-¢ 
ae j | War Loan 3%. 185- 3 gh at 14 5 81510 24 83- | 52;-- 8 4 1 olibabeadh & Wilcox.f{1) 51/6 | 49/6 |6 1 3 
9912 | 98% Conversion 4%. ..1957-58 99% | 99% 14 0 3/6 4 24 29/3 | 20/- 4a} 6 Dorman Lon if 22/- | 23/103} 8 7 8 
ot 9443 Conversion 2%...1958-59; 96% 96% 14 6 815 4 64 56/6 | 41/9 10 b 5 aGuest Keen N’fold.{1; 47/- | 47/3 | 514 3h 
ee | 90), [Exch 2% '.....1960 93% | 93/4 5 6|5 2 8| 76/44 | 50/6 | $5 5 44 alAlfred Herbert ....41| 57/- | 58/- |5 8 0 
BP Sl lpacheteer 32.0.7. | 9b | 95§ | 313 2)5 4 6] 50- | 40 | 70| 4a Metal Box........ £1) 42/6 | 41/9 |5 5 5 
sit | 92h [Exchequer $44 ..... 1962, 98} | 954% | 314 2/512 10] 34/- | 197 3.a\ 8 bStewarts & Lloyds. lj 21/- | 23/6 |9 7 3 
G9 | 95, [Conversion 44%... es, asa*| sayz | 4 3 3/511 14 817- | 52/- | 2161 8 alswan Hunter fil 55/6 | 55/6 |515 4 
go} | 844% [Savings Bds. 3.1955 65) 851 41410 01816 54 94/1 | 387 4 a\ 74b\United Steel. ...... f1| 19/74 | 20/6 |11 4 5 
| Te Renting Sh.-.-.10s OO Ow) ml ous aie tf ted ae | 146, 24alVickers...........£1| 30/3 | 30/- [613 5 
923 8444 |Funding 4%..... 1960-90) 86} aTa{ 218 8/416 8 an | 1" la oa a 43/3 | 489 |6 3 0 
5 Savi | * 5 $1515 5472/3 c a'Assoc. Elec. Inds.. 
Ob ee Oe Se ay Gr | an 4.8 4|5 30 40ane | eel tell Gale ke coon fi| 39/3 | 40/6 |6 3 5 
4 s7h Exchequer 24%. .1963-64 844 | 84 |4 5 6|5 9 9932/6 | 24/- | 14mal 294b\Decca Record ....4/-, 26/6* | 26/-* | 614 7 
3/1 | 77} (Savings Bds. 24% 1964-67 78)2 | 79% |4 4 9/5 9 101 36/3 | 24/- | 15 c 15 cElect.&Mus.Inds.i0/-| 29/6 30/6 | 418 5 
ig | Sth Bavings i 55 es Or) er iss sien 3 so, | 31/9 | ‘agal 8 SiGeemel Blecine *: Hi 37/8 | 38/3 | 6 10 10 
4 | 18) (Fandine sot” mee me] Tait |4 4 7/513 104 | Texrmss | | 
7 | an eee 1920-76 924 | gle] 3 6 0/5 1 8H 244 lia | 6 2 $ alBradford Dyers....f1) 15/6 | 15/74 11 19 4 
: ion 34%... 3* — oats, J. & P. ..0c- | 
Bh | SF Konvesion 3%--.0er SP] Sa 14 tals is Shae | eee fal eee --:-- #1 21/103 21/9 |8 6 8 
81h 69} Treasury 33% ...1977-80, 71} 72% |4 1 6G / / o . sae hire Cotton, 21, 33/74 | 34/74 (10 ; 
” | & peer 4st on | at oes 116 ¢ $05 | ee ae oe: £1*32/103| 32/44* 9 6 5 
HE | ott Reception ighorcond ef | cok 131010/618 44 pe) Oe re died 
ae | eB Consoles? a fte Feb. 1957 70i* | 703*|3 5° 2°513 4f1 24/6 | 13/9 | 16 c\ 3 a\Boots Pure Drug. .5/-| 18/9 | 19/9 |4 1 0 
OS) en Wan Load °349, after 1952, 634 | 63; |3 3 4/510 6f| 42/10}! 31/44] 74a! 20 b{Debenhams ...-. io/- 37/9 | 38/- | 7 410 
5) | 581 |C 34% after Apr. 1961, 634 63%: | 3 3.10) 5 11 10ff 55/73 | 33/3 50 b| 15 ajGt. Universal ‘A’. .5/-'*39/ 104 40/-* | 8 2 8 
So) | Sal ieec, Oe omer aoe ; 9/5 8 2f157/3 | 30/3 | 20) 10 aMarks & Spen. ‘A’5/- 41/9 | 41/103} 311 8 
65 | 51% (Treas. 3%. after Apr. 1966| 553 56} as | / / = 7 Pp By 24g | 24/9 BS 
55 Ih 45  iConsols 2§%.........-.. 47} 48 a @ @ 5 4 5ff 30/3 19/3 20 b| 124a\Unite rapery.. /-| sla de 
55 iI 44 Treas. 24% after Apr. 1975) 46% 47} 3 a 4 ; os 7 49/- 37/103 13}a) ets amare 5/- 40/9 39/74 
96} | 883 |Br. Electric 44% .1967- 69, 90)* | 908+) 3 | | HIP 
80 t 70. Br. Electric 39% °.1968-73 ize | 72% |4 4 2/516 24 47/9 | 30/6 | 11 9) 64a Brit. &Com’ wealth10/- 8/5 32/9 | 5 6 10 
78 | 66 Br. Electric 3%. -1974-77| 698 | 70} | 4 0 3/5 13 2 27/9 | 17/6 8b) 2 aCunard se. 41 17/9 | 11/- AL 15 4 
92%, | 794 |Br. Electric 44% -1974-79 8343 85 is | $9 $15 ; 48/103 a. oe ie Ayy gh a 34/- 32/5 708 
Slit | 69% ‘Br. Electric 34%.1976-79| 72% | 73% |317 5:5 14 38/- 3/ a\P eferre / 
90) | 81 |Br>Gas 4% ..... 1969-72} 825* | 833*| 31510 513 7 _MISCELLANEOUS = 
7} | 78  |Br. Gas 34% <:::1969-71| 80% | 80 | 319 0/5 14 54 36/10) 24/9 | 224c| 9 alAllied Bakeries ‘A’ 5/- 27/3 | 27/3 | 5 10 Ok 
723 | 58}? |Br. Gas 3%... 1990-95 603 | 613 |312 6:5 9 1450/3. 29/9 6b 3 alAssoc. Port. Cem...£1 32/9 | 32/- |512 8 
0 1 3r. Transport 3% 1968-73} 723 72 |4 4 2;516 24 27/9 | 18/6 324c| 10 a Beecham Group...5/-; 26/103 27/- |6 0 5 
eel im IBe Trey 4°? 1972-77| 80 81 |313 5/512 8447/9 | 26/3 8 b| 44a Bowater Paper ....£1 27/6 | 27/9 |9 0 3 
12] 59 Br Transport 3% 1978-88) 613 623 |316 7! 51110 pr 7. ns a ome x ae: sae > La z hy ; ; — 
25/- | 17/44 1140 7ha\B.E.T. ‘A’ Defd...5/-| 20/- | 20/9 |6 0 5 
. 39/- 29/6 b, 4 alBr. Oxygen ....... f1\ 30/9 | 30/- |613 5 
Prices, 1957 DOMINION, Price, | Price, | Yield, / | Dunlop Rubb i07-| 16/44 | 16/43 16 8 3 
“| CORPORATION AND Jan. 15, Jan. 22) Jan. 22, 46/6 3/14 ia 3 aie eee el wt 38/104, § 210 
‘High | Low | FOREIGN BONDS —_[ 1958 | 1958 |" 1958 | So/e | 6/14) 183 8}a\Imp. Tobacco .....f1 41/- | 42/- 10 0 0 
| coe APA ae 
/ c a|Monsanto Che — /3 | 
ain wooo 1959-89 84 | 84) | & ¢ 0418/3 |13/9'| Sa| 68 SlRanks.......--. io/-| 14/- | 14/- |.7 2 10 
81} | 75 {Australia 34°% "1965-69! 764 | 768 | 6 | | a/- | iy 33 
g7i | 914 [Birmingham ‘ 507 seeenpanexc <a 93 513 2455/6 | 29/9 10 b| 5 alA. E. Reed... eee fl 30/- | 29/6 | 3 > 
100; | 91 East Africa 58%........... 1977-83 923 | 923 | 6 5 6 a ees 39 sicreare Holdings A’ o wit aan : 2 ¢ 
5 ceeeiee ene 100 | 100} |5 7 6 | al ate & Lyle....... (Th | 
‘So | Ba re WAS Board ob 3% 19342003) 57} Bat {515 6 Lap | Hy Ta 11) Tube Investments ut ed ll 
ot | ow & Ricda ae ete ash | 0° |e 1 19mt24/6 | 7170 | 1318] 6 alUnilover Lid....... fi: 74/44 | 76/- | 412 3 
ie .| Gah Geren 1% (Be Eataced 8%) 1924) 834 | 843 102/- | 65/6 | 1440 4 a\Utd. Dominions Tr..£1 18/- |Wv5 | 413 8 
Ay. oe 1 / 
169} | 147} om 5% (Enfaced).......... 1907, 1634 | 163} 44/- | 27/6 | t10 | +44a'United —* -10/-; 27/ | | 
173/74 | 87/6 | t10 5} {5 a\British Petroleum. .f1/ 90/- | 93/1 |512 3. 
| ee ee 
Prices Last T Price, | Price, field, | a\Royal Dutce 
res St | pividends | ORDINARY [527°%5 yan. 22] Jan. 22, bis/3 [196/104] t15}0| t8*aShell.-.- sss. (1138/8 141/103, 412 0 
eee | (a) (b) (c) STOCKS 1958 | 1958 | 1958 floay- [55/- |. |. (Ultramar . 21... 10/-| 59/3 | 58/- |... 
el 7 Lecsneeipsasciil | Mimetinar.10/-(117/6 {1117/6 | 519 0 
| % | % | BANKs & DiscouNT | £ s. a. AOY/S 20/3 + tio Bicone, Tea & Tanase fa 20/6 | 206 \21 3 5 
30/9 | 19/6 | 94 4 aBk. Ldn. &S. Amer.{1/ 29/-, | 28/6 | 6 6 41 oo/6 | as¥6 | J5°b| | GtalCons. ZincCorp. ...71| 49/3 | 50/- |810 0 
a3 ine.) 22 tines 29/6 41/6 | 818 8 his/iy | 81/3 | 120 6 80 alDe Beers Def. Reg. 5/-| 87/6 | 88/14 [11 6 0 
we | 348 | Tol TeChacteeed Bone. Al gee 137 18 & B] 83ab| 587a| ... | 20 alPree State Geduld. 5/-| 80/14 |18/Apar) 
V3 42/9 | Gla Ghd Lloyds Bank ...... il cone | ae. . 2s set 45/- 0 50 President Brand | 3/4 48/103| 48/74 {10 5 7 
66/74 | 58/- 9a 9 b\Midland Bank..... | 60/-* /- 1 Tst.5 -| 14/4 14/1 816 07 
ioe SG Se. Cert 2 a ee |e Loe fe “aa | 50 50! a al 178° Rhokans ¢ Com, c Al 54 22 : 0 0 0} 
6 | 5S | See Centon Ditomet....68 | EP 1S 91 | ae 6} 124a United Sua Betongf1| 48/9 | 49/4 {17 8 3 
; /104, 5 15 
86/4 | 61/74 | 4340) 30 aCommercial Union §/-| 71/3 | 71/3 | 5 2 11 | 88/44 | 58/14 40 a) 60 b Western Holdings .5/-| 86/3 | 
1/6 (02/6 | 8745, 40 aLegal & General ..5/-115/- |117/6 | 4 5 2 
23, 174 | $50 0] $20 aPearl............. {1! 184 18§ |610 9 
4% 6! 34% «17125 ¢'t1324¢ Prudential TM ahve £1, 38 38% |519 0 _New York Closing Prices 
130/- | 36 DB ie fl 1% /- 1195, ‘1 7125 = a a = 
/- |105/6 10a ML ssa sceasawes ~ — l 
ae | ore _— Ee panies iouaual a 3 a 04 20/3 fs ¢ 3 5 J | Jan. | Ja | oa" 
/ /- a uinness....,...10 / a ; r ; ; 
~ — pile “as ek op oe i rown Zeller... 46 | 473 |Penns. R.R...| 123 | 12} 
a6 | 11/9 6} _34aBristol Aeroplane 10/-| 13/1} | 13/-_| 7 13 10 DuPontdeNm. 181} 1814 Bears Roebuck 254 | 26 
8/74 | 6/- 124c} 12$c'British Motor..... 5/-| 1/- 6/103; 9 110 A - 172% |172} [Ford Motors. .! 40% | 404 Shell Oil ..... 
/- | 29/3 5 6b} 3 aFord Motor ....... £1) 31/103| 31/9 | 5 0O 10 jAm. Viscose. -| ait | 27} Gen. Elect....| 62% | 62} td. OilofN.J.| 504 49% 
5/9 | 27/6 3 aj 7 bHawker Siddeley...f1, 28/- | 26/6 | 711 0 Anaconda . “14 | 414 xen. Motors. .| 35 35% JU.S. Steel. .--| 544 54§ 
83/- | 41/9 | 10 cl 124cLeyland Motors... -£1) 43/- | 43/- | 516 3\B eel. .| 38} | 39, fiat. Nickel. -| 725 | 714 [Western Union| 164 | 164 
121/- 90/74 | 15 6} 5 a'Rolls-Royce....... £1, 89/- | 90/- 4 8 10 (an. ‘Pacific | ational Dist.| 224 | 22% a rouse + 1 
9/1}. 5/113 8c 8 iteniaed | Motor. . .5/- / | 5 hrysler ..... .Y. Central .| 15 154 [Woolworth...| 39% 






*Exdividend. Tax free. $ Assumed average life approx. 9} years. § Less tax at 8s.6d.inf. || Ex rights (a) Interim dividend. (b) Final dividend. 

















(c) Year’s dividend. (d) On 100%. (e) To earliest date. (f) Flat yield. (g) On 24 %. (hk) On 3494. (t) On 224%. (j) After Rhodesian tax. (k) On 30%. 
latest date. 


() To 
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The following list shows the most recent dates on which each statistical page appeared, 


WOME TPERDE ccsiciisccscsscces Jan. 18th 
BRITISH OVERSEAS 

Prices and Wages............00 Jan. 4th Western Europe: 
Production and Consumption Jan. 11th Production and Trade...... Dec. 21st 
OEE icdid. once civocsnatoace This week British Commonwealth ...... Jan. 11th 
EECCOMEL FORGE: 5. 505.c00cse05ee Dec. 21st Western Europe: 
Financial Statistics ............ This week Prices and Money Supply This week 
Industrial Profits ............... Jan. 18th WIRE SIMS. oic5cccssseccécess Jan. 4th 


Manpower in Great Britain 


TOTAL MANPOWE R(') 


eee ee eeeer ee eeerseseeeseseeeeseeeseeseeese 


ee eeerere eer esreereseeeeseeseesesesesesesese 


PONS occu cules seb be kae ee seueeeeeeee~ 


Civil employment : 
BUU .uicuss<oiceb wa ee be kee be wha sensu easeneie~s 
Agriculture, forestry and fishing.............+- 
Mining and quarrying. .......cccccsccccccvces 
Building and contracting ............eeeeeeees 
DOIStRADULE VE EPAGES 2 occ ccc ccsccccsccsecseece's 
Public administration . .....00..scesecccescccss 
Manufacturing industries ............ceeeceeee 


ANGES IN EMPLOYMENT (?) 


‘Increase or decrease since June, 1955 : 
Employees in engineering(*) ............see0e 


s » consumer goods industries(*) ..... 


UNEMPLOYMENT 


By duration : 
Ae TATIONS BOI ois évcvecinsneccseses ounce 


” 
” 


Temporary or under 2 weeks—men...........- 


A-TNEN .. 2. cece wc cccc ever vccccccce 
WOMEN .ccccecersevesccecevesss 


” 
” 


“s a 2» «= WOME. 1... oo ee 


CPEe C—O ods ono he wdiccwcesannacdads 


” 


By ind 


| POE caine dnubedvnssinnsda¥we< 


ustry (*): 


TURES.) PaackakaGhebedhsesasSeesecseocswns 


Engi 


SMM ican donee ede se oe wesedewess 


Oe errr ee rer ree 
SORES TOMIIDS 5 .ccscskcnbseuebeséesencn’ 


By reg 
Grea 


ions (*): 
PIN 3 cei he Gun asbeebeeshanwaeae 


DUR is cbS6655065 55500 0N 00459 00S 0 ESSN EOS 


MONG. nc css phase ssascbabeee sas kas ane Sad 


Nort 
East 
Nort 
Nort 


DUN 5s Occ sKuNGae koa sass ewaeune 
Stl WV OSE SRMURNDD oc cwewsowsnewbnine eats 
PUPENURS Sci bcGusSebasenadsendeoseeee 
DMR Gobics waaseUnbasanebeeaeueisnaeeeen 


NE cS inivseneh sn dabe see cakewaecaaaees 


VACANCIES 


Unfilled vacancies notified to Employment Ex- 
changes (°) : 


otal 


Cee e eer ee eee eee eee eee eeeeereaeeseesesene 


CeCe eee eee eee eee eee eee eee EEE EEE ESD 


DISPUTES (‘) 


Workers involved.............. pbeseeneseecacns 
Working days lost : 


Tota 


cnet hut se ks MEE Osea Rese cbesoeeeehanes 


MASI AU MUUAIT YING. sic a: 500500 6:600000.000 00 


Engi 


PE I, Cb ones SbeSSSssbuauesanesoe 


Other industries and services ............eec0. 


(1) Annual figures are for June of each year. 
jewellery. 


Unit 

















Monthly averages 1956 1957 
1954 1955 1956 Oct. | Nov. Dec. Sept. | Oct. | Nov. Dec, 
23,667 | 23,912 | 24,107 | 24,223 | 24,295 | 24,087 | 24,052 | 24,055 | 24,059 
15,974 | 16,084 | 16,188 | 16,245 | 16,936 | 16,207] 16,140 | 16,135 | 16,130 
1,693 1,828 7,919 1,978 7 989 7,880 7,912 7,920 7,929 
839 803 761 179 775 761 674 665 656 
22,604 | 22,933 | 23,149 | 23,191 | 23,178 | 22,989 | 23,107 | 23,099 | 23,082 
1,074 1,066 1,032 1,025 1,005 994 1,038 1,008 Jao 
867 862 858 857 858 859 865 865 865 
1,453 1,486 1,541 1,544 1,533 1,491 1,506 1,500 1,498 
2,743 2,811 2,870 2,905 2.944 2,904 2,907 2,926 2,966 
1,326 1,289 1,300 1,298 1,296 1,294 1,286 1,284 1,282 
8,976 9,206 9,269 9,300 9,296 9,226 9,217 9,237 9,221 
— 190 eco + 53} + 49) + 50}; + 24)4+ 34) + 44 
+ 13 ee —- 9] + 24) + 17) — 14) - 35/—- 31 
284-8 | 232-2 | 257-0] 254-1) 2646] 297-0] 267-4 | 275-2] 316-5 | 335-5 
184-4 | 146-7 168-8 | 160-1 167-5 | 199-7] 184-0) 188-8 | 219-0} 235-2 
100-4 85-5 88-2 94:0; 97-1 31°S 83-4 86-4 97-6 | 100-2 
58-0 51-5 62-7 53-6 52-4 15-4 55-4 §5-7 68-5 67-8 
356°4 |. 36-7 36-5 34°6 33-0 29-8 29-6 30-0 33°4 28-4 
| 
81-7 67-7 65-7 64:8) 69-7 13-4 81-7 83-4 89-4 96-2 
37-1 26-5 27-4 26:5; 29-8 32-8 26-5 27-6 29-9 33° 
0-9 1-6 1-4 1-2 1-1 1-0 1-0 1-] 1-2 1-3 
1-3 0-9 1-0 1-0 1-1 1-1 1-0 1-0 1-3 1-4 
0-5 0-4 1-2 0-8 0-6 2-2 0-6 0-6 0-7 0-7 
1-1 0-8 0-9 0-9 0-9 0-9 0-9 0-9 1-0 1-1 
0-2 0-1 0-1 0-2 0-2 0-2 0-2 0-2 0-3 0-3 
1-3 1-0 1-0 1-1 1-1 i-1 1-1 1-1 1-2 1:2 
1-3 1-1 1-2 1-2 1-2 1-4 1-2 1-3 1-5 1:5 
1-0 0-7 0-8 0-8 0-9 1-2 0-8 0-9 1-0 1-1 
1-2 0-9 1-0 0-8 0:9 1-2 1-0 1-1 1-3 1:5 
1-1 0-9 1-0 1-0 1-1 1-2 1-1 1-2 1-4 1-4 
1-5 1-2 1-2 1-3 1-5 1-6 1-5 1-7 2-0 2-2 
0-6 0-5 1-1 1-0 1-0 1-0 1-0 1-0 1-0 1-0 
0-6 0-5 0-6 0-6 0-6 0-8 0-8 0-8 0-9 1:0 
0-9 0-7 0-8 0-8 0-8 0-9 0-8 0-8 1-0 1-0 
1-5 1-4 1-3 1-3 1:3 1-4 1-5 1-4 1-6 1:6 
2-2 1-8 1-6 2-5 1-6 1:6 1-4 1-4 1-7 1:8 
2°8 2-4 2-4 2-2 2°3 2-5 2:3 2-2 2-6 2-9 
2-5 1-8 2-0 2°2 2-2 2-3 2°3 2-5 2-9 3-0 


338 382 279 318 300 279 284 274 252 236 
191 214 152 177 168 152 145 139 128 122 
147 168 127 141 132 127 139 135 124 114 


37 55 42 59 23 ll 42 37 47 eee 
205 315 174 196 67 32 118 117 85 ove 

39 93 42 93 33 10 39 35 43 ove 

62 56 85 19 22 17 59 57 26 eve 
104 166 47 24 12 5 20 24 16 


(2) Engineering, shipbuilding, electrical goods, vehicles, metal goods, precision instruments and 
8 8, I 58 : ~ 


(8) Textiles, leather goods, clothing, food, drink and tobacco, manufactures of wood and cork, paper and printing. (*) Number registered 


as unemployed expressed as a perceatage of the estimated number of employees. (*) From June, 1956, onwards comparison with earlier figures is affected 
by the revocation of the Notification of Vacancies Order, 1952. (*) United Kingdom. (7) Reduction due to discontinued ‘registration of persons losing 


title 


to unemployment benefit. 


195 


19 
19 


— ow a 


- A ~~ 7 
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Prices and Money Supply in Western Europe 
| Austria | Belgium | Denmark| France ome Greece | Ireland | Italy | — | Norway | Sweden | Turkey 


















WHOLESALE PRICES ") (14953 = 100) 
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GONG ac ce cs iioewcties ceeds 42 94 74 65 90? pon 104 75 66 | 72 94 
WN {ic vrnewevewkeneny ce 108 101 103 98 101 120 101 101 102 104 104 119 
DOD ocociatwdsvwstacaneuce 110 104 107 102 103 129 101 102 104 109 | 109 142 
OR BB cc rnaiciwaincien 121 107 105 106 105 | 131 110 | 100 108 112 | 109 | 
gq AUBUSE cae ctcie ces 117 106 104 108 105 130 110 | 100 107 112 108 
 SOPCOMOR 6 .iccc caer 114 106 104 109 105 | 129 111 | 100 107 112 108 
 (OCROMEB esc cenceces 113 106 103 112 105 wie oa 112 “ 
" November........... “ in 103 116 } | 112 
COST OF LIVING ") (4953 — 100) 
SPL siatedweueked pawn 50? 95 81 60 93 | 63 79 86 78 ‘| 74 77 89 
Rr Bere er Cre re 105 101 106 10] 102 122 103 106 106 | 105 104 119 
MU cccckwnsn es wucauenuee 108 104 11] 103 105 126 107 11] 108 109 109 136 
We: TONG Ge ecAcecccsawees 113 107 116 104 107 | 130 “as 113 115 112 114 
eee 113 107 eee 106 107 | 129 115 113 117 112 113 
gp)  SEREIIIEE a 5000 ck ais 113 108 “ 107 107 | 130 a 113 118 112 114 
rere 113 108 e 109 108 | 130 nia 114 118 113 115 
2. NOVUIERERS co acacia ea 108 ee 111 | ae 114 ace ‘ ave eee 
IMPORT PRICES “) (1953 = 100) 
Si crcracesucwcseosvewes 37 84 84° 59 | ees an 82 98 85 80 72 113 
ME ciegcuseewwipeeecncae 94 96 98 98 100 118 104 100 97 100 99 103 
PP ice eneudamarna cinces 97 99 102 102 103 124 106 105 100 102 104 we 
Fo, BAP vccecses eer 98 108 127 115 113 108 112 
i Se acai adcet 98 \ 104 105") 107") 106 126 113 114 109 102 109" 
SMa cciiad unancs 100 |°... 109 127 112 110 108 lll 
S, MI cana ti naaens 98 102")... 107 | 130 114}. 105 107 106" 
4 SOPUMBE o.4.scice 96 | 104 | 128 | 114 a 105 105 | 
EXPORT PRICES "") (1953 = 100) 
fa , 
DP Ecccatacnae eawkasas 42 95 91° 68 ons | ‘ida 78 103 97 84 76 91 
BE bcc Wetsasusiesaakes 102 97 100 95 98 133 101 98 101 107 102 lll 
DOP Kisiestwmugns pudcnkass 105 103 103 99 101 143 96 104 103 115 103 aoe 
errr 106 106 - 137 101 106 110 114 
eM isnt Gani al 109 3 108"; 100") 103" 105 135 99 104 110 118 106" 
b Mctatsaccancs ees 104 |"... if 104, 142 98 106 106 124 
| ee eee ore 109 ia 100" 104 135 98 we 108 116 105" 
yy SOMMER ov cctcacwe 103 ee | 104 139 SP | 106 118 
oa a ae —_ aS ceili Saat eel 7 7 — ai 
TOTAL MONEY SUPPLY 
’ 000 mn. | 000 mn. mn. 000 mn. | '000 mn. | '000 mn. mn. | 000 mn. mn. mn. 7000 mn. mn, 
End of period schillings | francs kroner francs | D. marks |drachmas® £ | lire guilders | kroner kroner liras 
Me acctuecaxageneweceute si 154-0 | 7,110 2,165 11-8 1,984 110-3 1,989 7,285 ees 6-27 1,715 
BE tixnesscciemareawenawe 28-61 ose 7,468 5,969 29-1 8-16 154-7 4,541 9,584 6,656 9-30 4,882 
cis cicuwkaawaus sue 29-71 eee 7,633 6,585 31-2 9-17 154-7 4,927 9,227 6,865 9-90 6,031 
. 
Pe NOMS secaccutwanancs 30-23 eee 7,674 6,709 31-4 154-1 4,797 9,309 6,973 9-33 
Ge DN iccdansneancenes 30-71 ose 7,668 “i 32-1 157-1 ate 9,429 6,882 8-97 
pp PUNE caw ciccccaces 31-05 ana 7,734 6,885 32-9 158-0 9,137 6,954 8-83 
= SUDO 6 occstewce 31-30 o 7,615 6,890 | 34-1 162-8 ees 9,024 6,586 9-05 
a SOE. ci cciwccace« 31-38 «e 7,877 one 34-4 143-8 8,854 6,861 | 9-22 
} } 
GOLD AND FOREIGN EXCHANGE HOLDINGS (°) (mn. us Dollars) 
| : | oe ie 
St ei cadindinkesaiien cobeweqas 62 938 84-0 one 295 | os 209 | 539 343 140-6 | 233 192 
DP Atcncesenncdececuntan 361 1,146 133-1 2,076 3,076 210-0 243 1,237 1,277 165-3 | 470 211 
MP Sncvoaeses ceneceseceoe 406 1,177 131-1 1,356 4,291 217-5 234 | 1,308 1,072 178-8 473 230 
eee 466 1,076 149-5 5,087 245 1,386 998 191-9 484 317 
p BOURNE o ciweccdeewen 492 1,078 169-2 5,478 251 1,442 938 174-3 | 473 317 
e SOPUOMDEE cicccvaccs 500 1,063 158-8 5,759 253 al 921 178-7 463 311 
i SRR 6 oe kicnccccea 510 1,072 146-1 5,745 256 | 972 177-3 469 314 
» November......... a 511 1,077 150-6 §,711 | 258 988 | 177-1 | 456 ‘ 
| 


| 





SS 


_ (') Relates to wholesale prices in Athens and Piraeus only for Greece. 
Figures for Germany, F.R. are producers’ prices of industrial products. ( 
Greece and Turkey. Austria and Belgium exclude rent. 
(5) Including trade with Faroe Islands. 


direct ta 


xes, 


*) July-December. 
Denmark includes direct taxes. 


m 1953; they are influenced by changes in the composition of trade as well as price movements. 


Variations, 


Figures for Ireland from 1955 onwards are for home-produced goods only. 
(*) Relates to prices in capital cities only for Austria, France, 
Figures for Ireland are based on August, 1955= 100. 
(*) Index numbers of unit value which compare the current average value of trade with its value 
Export prices in Ireland are adjusted for seasonal 
(7) Deposit money and notes and coins held by business, individuals and foreigners. Except for Greece, holdings of the issuing authority and other 


(*) Including 


anks are excluded. (*) Holdings of the government and central bank at end of period. Foreign exchange figures for Norway exclude government holdings ; 
(*) Beginning May, 1954, a new drachma equal 


Netherlands, Norway 
to 1,000 old drachmas was introduced. 





and Sweden include foreign investments. 


Ireland includes some long-term securities. 
(#°) Average for second quarter. 


(#4) Average for third quarter. 








EXCHEQUER RETURNS 


For the week ended January 18, 1958, there was | 
an “ above-line ” surplus (after allowing for Sinking | 
Funds) of £105,434,000 compared with a surplus | 
of £135,490,000 in the previous week and a surplus 
of £129,848,000 in the corresponding period of last | 
year. There was a net expenditure ‘‘below-line’”’ of | 
£50,008,000, leaving a total deficit from April Ist of 
£715,252,000 (£725,512,000 in 1956-57). 








j 


April 1, | April 1, 


























Week | Week | 
Esti- 1956, | 1957, fended | ended | 
£7000 mate, to | to Jan. | Jan. 
| 1957-58] Jan. 19,| Jan. 18,7 19, | 18, 
| 1957 | 1958 | 1957 | 1958 } 
| i | 
eres eS 
| | | 
Ord. Revenue | 
Income Tax.......- 2176,25011169,173 1196,522 1151958 140469 | 
ree 149,000} 88,300 82,000] 10,500} 9,900 | 
Death Duties ..... 170,000} 130,900' 133,500] 4,200, 3,000 
ee eee re | 60,000] 49,500 53,300} 1,100 1,500 
Profits Tax, EPT & | j 
ogee shee 255,000} 165,850 212,700] 3,000) 7,300 
Other Inland Rev. | 
Bc <8 ase04s | 500 360 350 





| 


Total Inland Rev... 2810,750 1604,083 1678,572 170758 162169 


20,723. 23,466 
4.725, 4,440 | 


'1204,250] 965,757! 976,863 
912,850] 690,300, 720,375 


SONS 5-50 cus oie 
Excise 


| 


Total Customs and! | 
1697,238 





; 
ee {2117,100}1656,057 25,448! 27,906 
Motor Duties ..... | 93,000] 53,284 60,063] 1,472) 1,234 | 
{ a 
PO (Net Receipts).; 20,000 3,050 550 350, 1,800 | 
Broadcast Licences} 31,000] 19,600’ 21,200] ... | ... | 
Sundry Loans..... | 32,000] 30,917, 29,295 435 22 | 
Miscellaneous .....| 185,000} 145,250 138,137114,135' 6,077 
bf \/5288,850 [3512,241 3624,855 [212597 195607 
Ee Nc a ee 
Ord. Expenditure | 
Debt Interest ..... 640,000] 587,349 518,263 1,678 
Payments to N. Ire-| 
land Exchequer..} 69,000] 48,246 51,331 one tl 
Other Cons. Fund .}| 10,000 7,975 8,096 9 115 
Supply Services . . ./4072,282}3125,401 3181,915] 82,100) 87,800 | 
Total: --++es22+-° \4791,282 os 3759,604 | 82,109, 89,593 | 
Sinking Funds ... I 38,000] 27,741! 28,117 640) 580 


“ Above-line” Surplus ss 4 , 
E9509 86 eer eee kaw 284,471 | 162,866 |129848 105434 | 

“ Below-line ” Net Expendi | 
ture..........22-2-0ee- 441,041; 552,386] 35,323) 50,008 | 


Total Surplus or Deficit - -- - 


Net Receipts from : 
Tax Reserve Certificates. . . 
Savings Certificates ....... 
Defence Bonds 
Premium Savings Bonds... 


} | 
83,951| 115,198]-55970|- 52382 
53,000 |—-16,300} 2,300} 1,700 
—33,940 |—29,357} —13| —572 | 

54,800| 62,760} 1,100, 2,540 | 





FLOATING DEBT 


(£ million) 





| Treasury Bills Ways and Means 














Advances 
ees e Total 
Date | | Floating 
‘Taner ee Public 3ank of Debt 
| : = Depts. | England | 
| | 
1957 | | | 
Jan. 19 | rl 1487-0] 244-0 | ... | 5,051-0 
Oct. 19 | 3,120-0 | 1,772-9]| 214-0 | 5,106-9 
» 26; 35,140-0 | 1,792-1 199-4 | 5,131-5 | 
j ! 
Nov. 2 3,170-0 -67 190-1 | 2-8 | 5,137-4 | 
» 9| 3,210-0 *6 201-7 | _ 5,156-3 | 
» 16) 3,260-0 8-8} 231-9 | | 5,680-7 
» 23 | 3,300-9 2 197-0 — |} 5,655-2 
» 30) 3,340 -0 6 182°5 4-8 5,675-9 | 
Dec. 7 | 3,380-0 -3] 189-2 6-0 | 5,715-5 | 
» 14) 3,410-0 -2 193-6 | ote | 5,784-8 
» 21 | 3,440-0 | -1] 192-4 | | 5,860-4 
| ied j | 
» 2 5 218-4 | 5,903-1 | 
1958 | ————__ 
Jan. | ‘ 0} 2, 228-5 | 5,927-4 | 
| 237-0 | one | 5,839-2 | 
250-3 |... 5,335°2 | 
| 


| | 0/ 


725,512 715,252|94,525| 55,426 | 


| United States $.. | 


| Italian Lire ...... | 
| Swedish Kr....... | 14-37% 


Financial Statistics 


THE MONEY MARKET 


A’ the Treasury bill tender on Friday 
last week the average rate resumed 
its decline; the rate fell 8.92d., to 
£6 5s. 10.33d. per cent. The discount 
market raised its common bid by rather 
more than expected, by 3d. to £98 8s. 7d. 
per cent, and the proportion of applica- 
tions allotted at this price rose from 45 to 
52 per cent. This was achieved despite 
a decline of £20 million to £240 million 
in the total allotment and a rise of 
£5.1 million, to £403.8 million, in total 
applications. Yesterday’s tender was for 
£230 million of bills, £80 million less than 
maturities, reflecting the inflow of tax 
revenue. 


In the money market, rates on over- 
night loans have on the whole been easier 
than the week before ; and the Bank gave 
help through purchases of bills only on 
Saturday. On Monday, four houses had 
to take small loans at Bank rate, but some 
were renewing loans from the week before. 

Sterling closed at $2.813 on Wednesday, 
having gained i% c over the week; and 
since the dollar price of gold has been 
steady at $35.01 per fine oz, its sterling 
value has declined—to 248s. 8d. after the 
fixing on Wednesday, the lowest level 


| since April 21, 1954, shortly after the 


market was re-opened. 
The United States Treasury bill rate 


| 
| has fallen again, from 2.591 to 2.587 per 


cent. This week the Reserve Bank of 
Philadelphia cut its rediscount rate from 
3 to 23 per cent. 


LONDON MONEY RATES 





/o 


| Discount rates 


kL eee 7 | Bank bills : 60 days . 64-6} 
| Deposit rates (max.) | 3months 64-64 

Es sacs ekacsox 5 | 4 months 6-64 

Discount houses.. 5 6 months 6 -6§ 
Money 

Day-to-Day...... 44-6 Fine trade bills: 

Short periods .... 5% 3months 7}-8 
Treas. bills 2months 6% | 4months 7}-8 
3months 6% | 6months 74-9 
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| BANK OF ENGLAND RETURNS 


1 : 
Jan. 23,] Jan. 15, | Jan. 2h 
958 


1957 







| (£ million) 1958 [oI 


Issue Department* : 





SS ne 

* Government debt is £11,015,100, capital £14,553,009, 
Fiduciary issue reduced to {2,000 million from £2,950 million 
on January 22nd, 1958. 


| 
Notes in circulation...... 1,867-3 | 1,994-8 {| 1966-4 
Notes in banking dept.... 58-0 55°6 | (34-9 
Govt. debt and securities* | 1,921-2 | 2,046-2 | 1,995.2 
Other securities.......... 0-8 0-7 | 0:7 
Gold coin and bullion... . 0-4 0-41 04 
Coin other than gold coin. 3:0 3-0 | 3-0 
| Banking Department : 
| Deposits : 
| Public accounts.......... 14-8 10-4 | 12:8 
MUNIN ¢ case ates cece 212-9 209-6 | 206-4 
| Others ..........scecreeee 71-8 74:5 | 135 
|. FORA . wc esvecccescccess 299-5 294-5 | 292-7 
| Securities : | 
| NNN oi: 2865.03 u wal 200-5 200-5 | 227-5 
| Discounts and advances... 39-7 32-7 | 256 
ME ors scbdinicncéenes 17-7 21-8 | = 21-5 
S.No ae sc eee cee eno. 257-9 255:0 | 274-6 
Banking department reserve. 60-0 59-0 36-4 
o/ 0 o 
i /oO ‘Oo ) 
| ES oe tink 4s 20-0 19-6 12-4 
| 
| 
' 


TREASURY BILLS 









Amount (£ million) Three Months’ Bills 








Date of :———— ————— | — — 
Tender | : Average All 

se | onan |Anged| Armee [ata 

| | for Allotment Rate* 


| 
| 
| 
| 


s. d o% 





| 
1957 | 91 Days h 
Jan. i 240-0 391-2 93 1-40 | 53 
| Oct. 18 | 270-0 408-4 | 132 0-56 | 47 
» 25 | 260-0 431-1 | 132 0-74 | 3 
| | 
| ' 91 Day 63 Day 
|Nov. 1| 220-0 40-0 | 419-3 | 131 10-53 | 47 
| , 8| 230-0! 40-0 434-0 | 131 8-42 29 
; y 15!/ 210-0 40-0 | 426-1 | 131 7-45 23 
» 22| 210-0 50-0 | 423-6] 129 5-71 | 47 
» 29; 230-0 50-0 | 390-2] 129 2-27 | 61 
| j | 
Dec. 6| 240-0' 50-0 | 430-7 | 129 1-45 | 39 
» 13| 230-0 50-0 | 414-8 | 129 1-21 45 
» 20} 220-0 50-0 | 403-9 | 128 9-94 52 
j—_____y| 
91 Day . 
| » atl 260-0 409-2 | 127 5-91 | 5 
| 
1958 | 
| Jan. 5 | 260-0 405-7 | 126 6-70 55 
| » 10] 260-0 398-7 | 126 7-25 45 
| de 260-0# | 403-8 | 125 10-33 52 


* On January 17th tenders for 91 day bills at £98 8s. 7d. 
| secured 52 per cent, higher tenders being allotted in full 
| The offering this week was for £230 mn. at 91 day bills 
| 4Allotment cut by £10 mn. *Allotment cut by £20 mn. 











Official 
Rates 











January 22 


January 16 





17368 


Norwegian Kr. ...| 19-85-20-15 









January 17 


2-814-2- 814 \»-81.f,-2-81 2-81. ,-2-814 


1751-1751} | 17514-17513 | 17514-17513 | 
14- 50-14-50$/14-49}-14-50 |14-493-14-497'14-49}-14-493/14-491-14-493/14-491-14-49 
| Danish Kr........ | 19-19}-19-48} 119-353-19- 35g 19-35§-19- 35§,19-353-19-35§ 19- 35$-19- 358 19-35}-19-35$,19- 35} -19-35t 

0003-20-01 20- 00%-20-014/20- 002-20 -014'20-00§-20-014 20- 00%-20- 014 20-00{-20-01} 


LONDON CLOSING EXCHANGE RATES AND GOLD PRICE 











2-78-2-82 2-81§-2-81} |2-81f,—2-81 jy /2-81 j-2-814 
| Canadian $ ...... a 16 fy -216f| 2-762-2- 76% |2-77 f-2-77 fy \2° 77 te-2-77 fe| 2° 764-2- 768 | 2-76)-2-76h 
| PORIOMN TE. o0es 6s |1167-18-1184-82| 11764-1176% | 11763-1177 | 1176}-1177 | 1177-11774 | 1177}-11774 | 11774-1171} 
DD WES xa xcace 12-15 fe—-12- 33% ]12-254-12- 253)12- 258-12 - 257) 12-258-12-257|12- 25-12-26 |12-258-12-253'12- 25-12-26 

Belgian Fr. ...... | 138-95- 139-723- \139-55- 1139-55- |139-55- |139-50- 1139-523- 

| 141-05 139-774) 139-60} 139-60) 139-60} 139-55, 139-57 
Dutch Gld........| 10-56-10-72 [10-583-10-58%|10-58}-10-584'10-583-10- 588) 10- 583-10-58§/10-584-10-582) 10-5384 10-584 
W. Ger. D-MK. .. ./11-67 &-11-8443]11-77{-11-78h/11-77}-11-78 |11-774—11-773/11-77§-11-778/11-774-11-773 11-773-11-T14 
Portuguese Esc. ..! 79-90-81-10 80-00-80-15 | 80-00-80-15 | 80-00-80-15 | 80-00-80-15 | 80-00-80-15 | 80-00-80-15 


1751-17514 1751-17514 | 1751-1751} 


One Month Forward Rates 








NN DINE FS asic Skis tie sccwe see i-}c. pm #-Ic. pm | -jc.pm | 1-#c. pm #-ic.pm | 4 -{c. pm 
COD Bic csiedssewbenassasbou +-—3c. pm #-3ic. pm -jc.pm | $c. pm }-kc. pm {-}c. pm 
PRMOR EE: ibchcicaccnesas'edn seen par-2 dis par-2 dis par-2dis | 1 pm-1 dis 1 pm-1 dis 1 pm-l dis 
DNR ano a Coccneagates arene 3}-2}c. pm 3-2tc. pm | 3-2hc.pm | 3-2hc. pm 3}-2}c. pm 3-2)c. pm 
PI ccSéenasebedcmene cue 4-% pm +-* pm | 4 pm-par | ¥ pm-par fs pm-par j i; pm 
INL, 1c. Orencadecon ease oe lc. pm-—par lc. pm-par le. pm-par | lc. pm-par lc. pm-—par | } dc. pm 
Le MOO, APRN a 50s cece Sconsecw ean 3}-2%pf. pm | 3-2hpf.pm | 3-24pf. pm 3-2hpf. pm 3-24pf. pm 3-2}pf. pm 
DN RING. dati oe cas asasnbewaae 1 pm-1 dis 1 pm-1 dis | 1 pm-1 dis 1 pm-1 dis 2 pm-—par | 2 pm-pat 
DI BE: 35 <oankeseguneatenee 24-146 pm 23-146 pm 24-146 pm | 2-16 pm 2-16 pm | 2-lopm 
ERRNO. sckcnnsscassuiereeaoken 4-20 pm 4-26 pm | 4-26 pm 4-26 pm 4-2 pm | 4 26 pm 
SOND Es os dissuondnesecesen 26 pm-—par 26 pm-par | 26 pm-par 206 pm-par 26 pm-par | 20 pm-paf 
Gold Price at Fixing 
Price (s. d. per fine 07.)........0. 249/03 248/11} 248/84 





| 248/108 | 248/9% | 





1958 


53,000. 
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The ROYAL EXCHANGE ASSURANCE 
provides policies for every form of insurance 
requirement for the home or business life. 
The duties of Trustee and Executor are 


also undertaken. Branches and Agencies 


throughout the United Kingdom and Overseas. 





ASSURANCE 


Incorporated by Royal Charter in 1720 


Governor 
THE RT. HON. LORD KINDERSLEY, C.B.E., M.C. 


HEAD OFFICE AT THE ROYAL EXCHANGE, LONDON, E.C.3 


The SANWA BANK ta 


HEAD OFFICE: OSAKA, JAPAN 
CAPITAL Y 5,000,000,000 


A complete network of 185 
nationwide branches and 
worldwide correspondents 


LONDON BRANCH 
Garrard House, 31-45 Gresham Street, London, E.C.2. 
SAN FRANCISCO BRANCH 
465 California Street, San Francisco, Calif., U.S.A. 
REPRESENTATIVE OFFICES 
NEW YORK: 26 Broadway, New York, N.Y., U.S.A. 
TAIPEI: FORMOSA 
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a city which combines the amenities of a 
beautiful holiday resort and the realities of the 
most important financial and industrial centre 
of Switzerland. It is, therefore, not surprising 
that the Union Bank of Switzerland has its 
main office in Zurich, right where it is needed 
most by all those who appreciate sound advice 
regarding financial transactions or wish to 
encash Travellers’ Cheques or Travellers’ 
Letters of Credit. 






(U) 


GEO 


OF SWITZERLAND 


SCHWEIZERISCHE BANKGESELLSCHAFT 
UNION DE BANQUES SUISSES 


HEAD OFFICE: ZURICH, Bahnhofstrasse 45 
OVER 50 BRANCHES THROUGHOUT SWITZERLAND 
Capital fully paid... wee SWISS Franes 100,000,000 


RR csi inicsicscsenlisnicinss 90,000,000 
Cable Address for all Offices and Branches : BANKUNION 
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™ CORRESPONDENTS ALL OVER THE WOR-? 
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Banking Services in 


New Zealand 


BANKERS and their customers who require a com- 
prehensive banking service covering financial, trade or 
travel requirements are cordially invited to avail them- 
selves of the facilities provided at over three hundred 
and eighty Branches and Agencies and a special Trade 
Enquiries Department at Wellington of the 


BANK OF 
NEW ZEALAND 


The Bank that conducts the largest 
banking business in the Dominion 


HEAD OFFICE: WELLINGTON, N.Z. 
R. D. MOORE General Manager 


London Main Office : 1, Queen Victoria Street, — 
Manager: A. R. Frethey. Asst. Manager: A. E. 


Piccadilly Circus Office : 54 Regent Street, ey 


Branches also in MELBOURNE and SYDNEY (Australia); APIA 
(Samoa); SUVA, LAUTOKA, LABASA, BA and NADI (Fiji) with 
agencies at Marks Street, Suva, and Nausori and Nadi Airport. 


Incorporated with Limited Liability in New Zealand in 1861 


THe Mrrsusisut Bank, Lp. 











LONDON BRANCH: 82, King William Street, London, €.C.4. 
HEAD OFFICE: Marunouchi, Tokyo. BRANCHES: 155 throughout Japan 
NEW YORK BRANCH: 120, Broadway, New York 5, N.Y. 
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Mercantile Bank 
Limited 


For many years the Mercantile Bank 
has been intimately associated with the 
principal trading centres of the East 
and can supply to all interested exporters 
and merchants on-the-spot information 
relative to the state of markets, agency 
representation, financial and currency 
exchange problems. 


HEAD OFFICE: 15 GRACECHURCH ST. LONDON EC3 
West End Branch: 123 Pall Mall, London SW1 


INDIA . PAKISTAN . CEYLON . MALAYA . BURMA 
SINGAPORE . HONGKONG . MAuRITIUS . THAILAND 
jap. 





ESTD. 1829 


DISTRICT BANK 


LIMITED 





Authorised Capital - - - - - £ 10,560,428 

Issued Capital - - - = = «= £ 3,988,530 

Reserve Fund - - - - - - £ 4,000,000 

Deposits - - = = = = = £253,596,79% 

Total Assets - - - - - = £287,214,660 
31st DECEMBER, 1957 


EVERY BANKING FACILITY 


HEAD OFFICE: SPRING GARDENS, MANCHESTER, 2 
LONDON CITY OFFICE: 75, CORNHILL, E.C.3 
PRINCIPAL LIVERPOOL OFFICE: 3, WATER STREET 
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CREDIT 
LYONNAIS 


Limited Liability Company incorporated in France 


(ea) 


LONDON =6 49. LOMBARD ST., E.C.3 
WEST END BRANCH 
25/27, CHARLES If STREET, HAYMARKET, S.W.1 
Private Safes for rental at this Office 


ALL BANKING TRANSACTIONS 


TRAVELLERS’ CHEQUES ISSUED IN FRENCH 
FRANCS PAYABLE AT ALL BRANCHES OF THE 
BANK IN FRANCE AND THE FRENCH FRANC AREA, 


BRANCHES IN THE SUDAN, NORTH AFRICA, 
FRENCH WEST AFRICA, "AND IN SYRIA 


AFFILIATIONS IN 
BRAZIL, LEBANON, PERU, PORTUGAL, REUNION 
ISLAND AND VENEZUELA. 
Central Office: PARIS Head Office: LYONS 





FIRST IN INDUSTRIAL FINANCE 
ALL INTERNATIONAL BANKING SERVICES 


z 


3 
US 


BANK 
vt 


Head Office: Marunouchi, Tokyo, Japan 
Overseas Office: 30 Broad Street, New York 4, N.Y. 








po NORTH WEST | SECURITIES LTD 


ob & NORWEST HOUSE,- “NEWGATE ST., CHESTER 
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BANK MELLI 
IRAN 


(NATIONAL BANK OF IRAN) 
Incorporated by law in 1927 
HOLDER OF EXCLUSIVE RIGHT OF 
NOTE ISSUE 


CAPITAL FULLY PAID Rials 2,000,000,000 

RESERVE (Banking Dept.) Rials 586,500,000 

DEPOSITS Rials 20,974,622,935 
Governor and Chairman of Executive Board : 


HIS EXCELLENCY EBRAHIM KASHANI. 
HEAD OFFICE : TEHRAN, IRAN 


Over 190 Branches and Agencies throughout Iran 


New York Representative 
One Wall Street, New York 


CORRESPONDENTS IN IMPORTANT 
CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers 
complete banking service for Foreign Exchange 
Transactions, provides special facilities for Documentary 
Credits, etc., and with its numerous Branches in Iran 
deals with every description of banking _ business. 
Especial services for all kinds of information regarding 

import export and trade regulations in fprce in Iran 


ADMINISTERS NATIONAL SAVINGS 


© 
Invest in NORWEST 
-and savewith decurtty 
Generous interest rates, 
maximum security of capital, 
without risk of market 
fluctuation, and ease of 
withdrawal, are attracting 
large numbers of discerning 
investors to NORWEST 
DEPOSIT ACCOUNTS. 






RIAL 


TELEPHONE” CHESTER 27171 (5 LINES) 
OPFICES IN LIVERPOOL, PRESTON AND COVENTRY 
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COMPANY MEETINGS 


The annual general meeting of Lloyds 
Bank Limited will be held on February 14th 
at the Head Office, 71 Lombard Street, 
London, E.C. 


The following is the statement by the 
chairman, The Right Honourable Sir Oliver 
Franks, GCMG, KCB, CBE, which has been 
circulated with the report and accounts for 
the year 1957. 


I have to record with deep regret the death 
of the Honourable Maurice F. P. Lubbock. 
He first became a Director in 1932 and 
throughout his long period of service to the 
Bank was the friend and valued adviser of 
us all. « 


I must also record that Sir Frederick 
Burrows, GCSI, GCIE, DL, on his reaching 
70 years of age does not offer himself for re- 
election. We shall miss his help and cheerful 
companionship. He will, however, still be 
with us as a member of the Eastern Commit- 
tee of the Board and of the South Wales 
Local Committee. 


We welcome as Directors Mr G. Y. Hin- 
wood, The Right Honourable Lord Lloyd, 
MBE, and Sir James Turner, LLD. Mr 
Hinwood has been elected to the Board on 
his retirement after good service as a Chief 
General Manager. We are particularly glad 
that Lord Lloyd has joined us: he, like Mr 
F. N. Lloyd, is a direct descendant of Samp- 
son Lloyd, our founder. Sir James Turner 
brings to our counsels a rich knowledge of 
British agriculture. 


Time makes changes inevitable on the 
Local Committees. At Birmingham I must 
refer with deep regret to the death of Sir 
Chad Woodward, DL. Mr A. J. Faux, on his 
retirement as a Joint General Manager, and 
Mr Evan Augustus Norton have been ap- 
pointed to the Committee. In Devon and 
Cornwall, Mr K. C. H. Rowe, MBE, TD, has 
joined our Committee. In the North-West 
I have to report the retirement of Mr R. C. 
Chapple Gill, who also gave long service as 
a Director of the Bank from 1924 to 1950. 
Lieutenant-Colonel Albert Buckley, CBE, 
DSO, has become Chairman of the North- 
West Committee. At Salisbury, I must men- 
tion the retirement of Mr T. J. Score, and in 
Yorkshire Sir James Turner has been ap- 
pointed to the Committee. 


Mr E. J. N. Warburton and Mr H. B. 
Lawson, MC, have been appointed Deputy 
Chief General Managers on the retirement of 
Mr Hinwood and Mr C. H. Woolley has been 
appointed a Joint General Manager in succes- 
sion to Mr Faux. 


I wish to make special reference to the 
retirement of Mr R. F. E. Whittaker, CB, 
CBE, TD, as General Manager (Administra- 
tion). Throughout the post-war decade he 
gave distinguished service to the Bank in a 





LLOYDS BANK LIMITED 


SIR OLIVER FRANKS ON FREE NATIONS’ PROBLEMS 
CRITICISMS OF PRESENT FRAMEWORK EXAMINED 
RESPONSIBILITIES OF CREDITOR COUNTRIES 


NEED FOR ADEQUATE LEVEL OF MONETARY RESERVES 


key position. Mr Whittaker takes our good 
wishes with him. He has been succeeded by 
Mr K. L. Boyes, formerly an Assistant 
General Manager. 


PROFIT AND LOSS ACCOUNT AND 
BALANCE SHEET 


The profit for the year, at £2,502,391, is 
slightly lower, by £39,402, than last year and 
we propose to repeat the 1956 dividend of 13 
per cent per annum. 


Although high rates as well as a high degree 
of activity in all sections of our business have 
again benefited our earnings, our operating 
costs continue to rise inexorably. This is true 
not only of salaries and wages but of all the 
numerous items which go to make up our 
other expenses, the latest example being the 
recent increase in postal and telephone 
charges. We welcome the small relief which 
will be afforded us by the abolition of en- 
dorsements under the Cheques Act, 1957, and 
we are taking every possible step to effect 
economies in other directions, including the 
increased use of mechanical aids. We operate, 
however, through nearly 1,800 branches 
spread throughout the country and aim to 
provide as high a standard of service in 
the small office as in the large ; at the present 
level of salaries, banking operations on this 
scale must of necessity be costly. 


I am glad to be able to pay tribute to the 
efficiency and increasing productivity of the 
staff of all grades, which have such an im- 
portant part to play in keeping down our 
costs. I thank them warmly for their work. 


Our loans and advances are lower. by some 
£9 million than they were a year ago. We 
have played our part in the intensive 
measures of credit restraint called for by the 
Chancellor of the Exchequer. The reduction 
would have been greater but for the two par- 
ticular categories of lending J referred to in 
my statement last year. Our advances in the 
East have expanded along with our general 
business there, and we have continued to 
interest ourselves in the important and 
specialised field of medium-term credits to 
facilitate the export of major capital goods, 
a category of advances excluded from the 
operation of the general restrictions upon 
bank lending. 


British Government securities stand in our 
balance sheet at £326,285,199, being valued 
at or under cost and below redemption value. 
Their market value at December 31, 1957, 
was £317,103,721, a difference of £9,181,478. 
We have made no transfer from reserves or 
profit and loss account to provide for this 
depreciation. All the securities are redeem- 
able at fixed dates, the majority within ten 
years, when any depreciation will be re- 
covered. In the ordinary course of business 
the bulk of our investments is held broadly 
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to maturity; when we need to reduce our 
portfolio, we usually do so in the very shori- 
dated stocks. 


LLOYDS BANK (FOREIGN) LIMITED 


This subsidiary company has had a satis- 
factory year and the directors of that com- 
pany have declared a dividend of 5 per cent 
per annum, less income tax, on the share 
capital held by the parent bank. 


Economic conditions in France and the 
devaluation of the French franc have made 
banking operations in that country especially 
difficult in the year under review. 


To the staff working in France, Belgium. 
Switzerland and Monte Carlo I would like 
to express my warm appreciation of the 
results achieved by their efforts. 


EASTERN BRANCHES 


A heavy and sustained demand for bank 
advances has been a pronounced feature of 
our operations in India during the past year. 
Both there and in Pakistan, a shortage of 
foreign exchange has led to a curtailment of 
imports, the financing of which is an impor- 
tant part of our business. 


Our thanks are due to the Eastern staff for 
their devoted work in difficult conditions. 


THE EXTERNAL PROBLEMS OF STERLING 


As I am a member of the Committee under 
the chairmanship of Lord Radcliffe at present 
enquiring into the working of the monetary 
and credit system, I cannot comment upon 
monetary developments at home during the 
past year. Instead, I propose to discuss some 
of our problems, certainly no less important, 
in the sphere of international payments. 


I do not mean to imply that our external 
problems and our domestic policies can be 
divided into separate compartments ; as Mr 
Thorneycroft recently pointed out, in the last 
resort the internal value and the external 
value of the pound are the same thing. We 
have now had an external crisis, of one kind 
or another, m every alternate year since 1947, 
with the sole exception of 1953—and it is at 


‘least suggestive that 1953 was the only “ odd” 


year in this period in which the pressure of 
demand on the United Kingdom economy 
had manifestly abated. It was an exceptional 
feature of the 1957 crisis that this was a year 
in which the United Kingdom had a sub- 
stantial surplus in its balance of payments. 
But we cannot argue from this that our pay- 
ments difficulties arose purely out of our 
position as a world banker and had no con- 
nection with the state of the United Kingdom 
economy ; for the fear that inflation might 
continue played a large part in disturbing 
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international confidence in sterling. If the 
outside world had been satisfied that our 
internal policies were sound, there would 
have been no crisis. 


POTENTIAL DANGERS 


Unfortunately, it is also true that even if 
we have no further inflation the future can 
still hold dangers for us because of the low 
level of the gold and dollar reserves in rela- 
tion to our total obligations. To avoid further 
inflation will not automatically ensure success 
in the vital task of rebuilding the reserves. 
Sterling being an international currency, we 
are necessarily affected by the general climate 
of world trade. The course of events is bound 
to depend not only upon our own policies but 
also, in some considerable degree, upon those 
followed by other countries, above all by the 
United States and our fellow-members in the 
sterling area. It is a disquieting thought that 
the succession of sterling crises has taken 
place during a decade of general prosperity 
and of almost continuous expansion in world 
trade, supported by the North American 
boom, by recovery in Europe and by rapid 
progress in many of the less developed parts 
of the world. It is unlikely that external 
conditions will always be so favourable. 


Nothing can change our dependence upon 
overseas trade for a living, but our persistent 
external difficulties have led to suggestions 
that we should be better off if we shed our 
role as banker to the sterling area. Again, 
we have undertaken that the relations 
between sterling and other currencies will be 
governed by certain principles agreed by us 
and other nations at the Bretton Woods con- 
ference of 1944. Some argue that this system, 
which found concrete expression in the 
establishment of the International Monetary 
Fund, is not really in our best interests. 


It is these criticisms of the present frame- 
work of world trade and payments that seem 
to me worth examining. Do the difficulties, 
actual or anticipated, in fact arise from defects 
in the international machinery itself, or are 
they the result of insufficient co-ordination 
in the policies of sovereign states ? For it is 
clear that no set of international arrangements 
—whether it is the sterling area or the Bretton 
Woods rules—can be expected to stand up 
well if the members of the system are 
pursuing national objectives at the expense 
of general order and stability. 


OPERATION OF THE STERLING AREA 


First, what of the sterling area ? Its essen- 
tial feature is the use of sterling as an inter- 
national reserve by the overseas members. 
This in turn implies the pooling, in the central 
reserve in London, of gold and foreign 
exchange earned by the area as a whole. 
Another essential feature of the system has 
always been freedom of capital transfers from 
London to the overseas members of the area. 


On the face of it, this system is well 
designed to promote the interests of its 
members and of the world economy as a 
whole. It means that individual sterling 
countries do not have to keep an exact balance 
either in their trade with each other or with 
the outside world, provided that deficits are 
matched by surpluses elsewhere in the area. 
The use of sterling as an exchange reserve 
keeps down competition for the world’s 
limited supplies of monetary gold. Both these 
features tend to promote the expansion of 
world trade, as does the natural alliance of 
the financial machinery of the City of London 
with the use of a common currency for the 
Settlement of transactions. And that is an 
Objective of special importance to the United 
Kingdom, as we rely on an expanding market 
for manufactured goods. For us, too, it is 
& great advantage that we can earn gold in 
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trade with sterling countries, and are not 
wholly dependent upon success in working up 
sales of our goods in dollar markets. 


The following table shows in summary 
form how the system has actually functioned 
over the five and a half years from the begin- 
ning of 1952 to the middle of 1957: 
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of the gold acquired from the overseas ster- 
ling countries has been retained in the central 
reserve. Indeed, but for the timely help of 
the International Monetary Fund and the 
waiver of interest payments on the North 
American loans we should have lost gold 
heavily on balance. At the same time, it is 


See 













































































Jan.1952 Jan.1956 | Jan. 1952 
to to to 
Dec. 1955 June 1957 | June 1957 
£m. £m. | £m. 
THE REST OF THE STERLING AREA 
had a current deficit with the U.K. of ....... 1,024 416 1,440 
This was covered as follows :— 
by sales of gold to the UK of ............ : 463 325 | 788 
by a surplus with non-sterling countries of .. 308 —15 293 
and for the rest by an outflow of capital from | 
the UK (other than additions to sterling 
SF Oooo cekennuscccadaiacedace 253* 106? 359° 
1,024 416 1,440 
THE UNITED KINGDOM 
had a current surplus in trade with other 
ee Pe err 1,024 416 1,440 
partially offset by a deficit with other countries 
er eT ee Tee er eC Tee eee —437 — 46 —483 
to give an over-all current surplus of ........ 587 370 957 
Taking into account drafts on, or repayments 
to, the International Monetary Fund, etc., 
OFrvnsincesdanssenneendetacesdeencaces —97 19] 94 
we had available for new investment, repay- 
ment of debt or additions to gold reserve 490 561 1,051 
This was absorbed by :— ; 
an outflow of capital to sterling countries (other | 
than additions to their sterling balances*) 
isccecneediarese erred ces edendcsena 253} 1067 | 359° 
repayment of sterling balances held by non- | 
sterling countries to the extent of....... 244 128 372 
and other capital transactions with non-sterling | 
countries amounting on balance to...... 70 234 304 
567 468 | = 1,035 
Hence, we lost or gained gold to the extent of —i 93 16 
490 561 | 1,051 











* Additions to sterling balances were (') £243 millions, (7) £46 millions, (*) £289 millions, 
making the total outflow of capital from the UK £496 millions, £152 millions and £648 millions 


respectively. 


It will be seen that the overseas members, 
as is quite proper for a group of developing 
countries, had an overal! deficit during this 
period of £359 million in their balance of 
payments, covered by a capital outflow from 
the United Kingdom. That cannot be con- 
sidered an undue burden upon this country. 
So far from running down their sterling 
holdings, moreover, the overseas members 
of the area, taken as a group. in fact increased 
them on balance by nearly £300 million over 
the period (and, after very slight withdrawals 
in 1955 and 1956, were adding to them 
during the first half of 1957). The advantage 
of the pooling system is manifest. Even 
the recent heavy withdrawals by India 
have been largely compensated by the current 
surpluses of Australia and some other 
members. 


STRESSES AND STRAINS 


It is when we look at the United Kingdom 
section of the accounts that we find evidence 
of the strains to which the system has been 
subjected. Over the period, we have been 
called upon to redeem no less than £372 
million of sterling balances held by the out- 
side world and have reduced by £51 million 
our debt to the European Payments Union. 
The result is that no more than £16 million 


clear that if the outside world had possessed 
more confidence in our policies, substantial 
sums would have been available for the 
rebuilding of the reserves and for quicker 
development in the Commonwealth. 


This picture contains light as well as 
shade, for by the middle of 1957 balances 
held by countries outside the area were 
already down to a few hundred million. At 
this level they bulk fairly small when com- 
pared with the balances of nearly £3,000 
million held by overseas sterling countries. 
That a large proportion of these latter 
balances is earmarked for such purposes as 
currency reserves affords no great comfort, 
since the example of India has shown that 
local currency laws can easily be amended. 
Stull, the fact that all the members of the 
area have a common stake in the preservation 
of the pound is some safeguard. 


COLLECTIVE AND SECTIONAL INTERESTS 


The difficulty is that during the next few 
years the conflict between the collective 
interest and sectional interests is likely to be 
acute. From the collective point of view, 
nothing could be more urgent than to build 
up the reserves again (and it must be fe- 
membered that over the next two or three 
years we have to repay $560 million to the 
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International Monetary Fund.) Yet indi- 
vidual governments may find it difficult to 
believe that any objective can really merit a 
higher priority than the rapid fulfilment of 
their own development programmes; and 
unfortunately these two objectives—physical 
investment and the rebuilding of the reserves 
—stand in direct competition with each 
other, 


It may be that the methods of informal 
consultation that have served us in the past 
will be proof against such stresses and strains. 
It may be, on the other hand, that the 
organisation of the sterling area requires to 
be tightened. For the unofficial observer it 
is extremely difficult to judge. What is clear 
is that the stability of sterling will depend 
to no small extent upon the co-ordination of 
the investment plans and general policies of 
the member countries, including the United 
Kingdom. In a very general way, no doubt, 
this is promoted by the periodic exchanges 
of views at Commonwealth conferences, and 
by discussions between central banks and 
within the international organisations. But 
we ought not to trust to good intentions 
alone ; appropriate financial arrangements 
and incentives can be of great help. 


Until fairly recently, the level of interest 
rates here offered the overseas members little 
apparent inducement either to hold on to 
their sterling balances or to moderate their 
demands on the London capital market. I 
suggest that in this respect the authorities 
should have two objects in mind. The first 
is a level of long-term rates that will help in 
preserving a balance between the available 
savings and the total demands on our capital 
resources, from home and overseas together. 
The second is a level of short-term rates 
(once the crisis is past) that will discourage 
the holding in short-term form of balances 
that ought not to be required for some 
considerable time. 


EXCHANGE PARITIES 


What of the relationship between sterling 
and other currencies ? Is there any force in 
the contention that membership of the Bret- 
ton Woods system is not to our advantage ? 
Since the prompt action of the International 
Monetary Fund at the time of Suez did so 
much to tide us over a major crisis in ster- 
ling, it may seem curious that this view 
should be put forward in this of all coun- 
tries. To the extent that opposition to the 
Bretton Woods rules of the game is based 
upon a positive liking for discrimination and 
controls, it would seem to me clearly wrong- 
headed. There is one school of thought, how- 
ever, which must be taken more seriously. 
There are those who sincerely desire freedom 
and expansion in world trade and yet have 
grave misgivings about one feature of the 
Bretton Woods system : namely, the main- 
tenance of exchange parities that are altered 
only at rare intervals, as opposed to rates 
that are allowed to vary from day to day in 
response to the pressure of supply and 
demand in the exchange markets. 


On this difficult issue I wish only to draw 
attention to one or two thoughts. It seems to 
me that there are some solid arguments in 
favour of fixed exchange parities that ought 
not to be overlooked in any assessment of the 
balance of advantage. There is the considera- 
tion that stability, especially of the key cur- 
rencies, is of great value to overseas traders : 
indeed, the Bretton Woods rules are an 
attempt to preserve as much as possible of 
the stability that was so valuable a feature of 
the gold standard, while avoiding the threat 
to employment, under modern conditions, 
from seeking to defend too high a parity. 
There is the consideration that a deprecia- 
tion in the exchange brought about by tem- 
porary influences can produce a permanent 
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fall in the value of the currency and that the 
threat of enforced devaluation may be a more 
effective spur to action than the downward 
drift of a floating rate. 


Moreover, the proponents of fixed and of 
floating rates are at one in believing that rates 
of exchange should be maintained at realistic 
levels. This means renouncing such practices 
as the bolstering up of an over-valued cur- 
rency by import restrictions. It means re- 
fraining from competitive depreciation and 
from retaliating against a devaluation by 
another member of the system when that is 
justified by a rise in its cost and price-level. 
By outlawing beggar-my-neighbour policies 
of this kind and helping to clear the jungle 
of exchange restrictions left over from the 
war, the Bretton Woods system has rendered 
the world good service, to the benefit of 
Britain at least as much as any other trading 
nation. 


POSSIBLE DEFLATION AHEAD 


To say that the system has served us well 
hitherto is not, of course, to say that this must 
always be so. For years past, the chief prob- 
lems of the world have been those of inflation. 
There are now some indications, such as the 
decline in some basic commodities, of a 
change in the weather. For the time being, 
the post-war boom in the world as a whole 
has lost much of its impetus. That being so, 
our preoccupations during the next phase 
may become those of deflation rather than 
inflation. I am not, of course, predicting that 
this will in fact happen; I merely suggest 
that we must take the possibility into account. 
fhould the course of events take this direc- 
tion, it means that, if the Bretton Woods 
system is to work successfully, the policies 
followed by creditor countries will be of 
decisive importance. 


It is true that a deficit country persisting in 
inflationary courses will not only aggravate 
its own difficulties but tend to infect other 
members of the system with the inflationary 
virus. The sanctions against such behaviour, 
however, are quite strong: the country in 
question is liable to get into a bad crisis in 
its balance of payments, involving the loss of 
gold or other reserves. It is the lack of any 
sanction of similar strength against over- 
restrictive policies on the part of surplus 
countries that is perhaps the least satisfactory 
of the Bretton Woods rules. There is, of 
course, the so-called “scarce currency” 
clause, but a deflationary trend might already 
be fairly advanced before that became opera- 
tive and would not necessarily be reversed by 
it. In the meantime, a country with gold 
coming in is not absolutely compelled to 
expand credit ; it can sterilise the addition to 
its exchange reserves and may in this way 
inflict more damage upon the rest of the 
world trading community than lies within the 
power of any de‘icit country. One might say 
that, if over-expansionist policies can be 
suicidal, over-restrictive policies are un- 
doubtedly fratricidal. 


CONFLICT OF AIMS 


At first sight, it seems plausible to argue 
that the universal aim of monetary policy, 
for deficit and surplus countries alike, should 
be to keep the value of money stable and that 
if this is achieved there will be no inter- 
national currency problems. But that is not 
the case. For a surplus country merely to 
prevent its price level from falling may not 
be good enough: there are circumstances in 
which a country single-mindedly pursuing the 
goal of internal price stability will exert a 
deflationary pressure upon the other members 
of the system. 


There is nothing new in this doctrine, 
Even the old-fashioned gold standard did not 
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mean, as is so often supposed, stability of 
prices in each individual country. If the 
supply of gold were about right, the gold 
standard rules of the game would ensure 
approximate stability in the value of 
money throughout the system taken as 
a whole; but in the typical case that 
stability would be the result of rising 
prices in the countries receiving gold, offset 
by falls elsewhere. 


Nowadays, deficit countries will not bring 
about a major reduction in prices through 
deflationary policies, for in the industrial 
countries, at any rate, that could be done only 
at the cost of heavy and prolonged unemploy- 
ment. It follows that countries gaining 
exchange reserves have a greater responsi- 
bility than ever to allow money incomes to 
expand, even if that is not compatible with 
absolute stability in their internal price levels. 
The goal of price stability, seemingly so 
obviously right from the national point of 
view, may not in all circumstances be con- 
sistent with good creditor behaviour from the 
point of view of the outside world. The 
obvious retort is that creditor countries will 
be just as reluctant to see prices rise as deficit 
countries to see rising unemployment, and 
many will feel they are just as entitled to 
refuse to countenance such a policy. In that 
event, it may be impossible to maintain the 
existing exchange parities. And the responsi- 
bility for a breakdown, provided the deficit 
countries are avoiding inflation, would in the 
circumstances we are envisaging rest squarely 
upon the surplus countries. 


We are indeed fortunate that for many 
years past the United States, which might so 
easily have become a persistent creditor has 
avoided placing pressure on the other mem- 
bers of the system. This has been accom- 
plished by the maintenance of a high level 
of internal prosperity, by the export of capital 
and for the rest by means of large unilateral 
transfers which have the effect that part of 
her exports are received free of payment. 
Notwithstanding the American boom, how- 
ever, American exports have recently been 
outstripping the growth of imports and the 
American gold stock has been rising. A 
difficult situation might clearly arise if 
American imports fell off sharply because the 
general level of trade was not quite so good 
for a time. 


GERMANY AS A CREDITOR COUNTRY 


Meanwhile, we have seen the emergence 
of another important creditor country in the 
shape of Germany. There is little disposition 
in this country to criticise the policies of 
another nation which has achieved so admir- 
ably what we should have been doing our- 
selves: namely, the rebuilding of its exchange 
reserves. On the contrary, there is widespread 
appreciation of the liberalism which animates 
Germany’s economic policies and of the 
various helpful gestures that have been made 
to ease the international payments position. 
Nevertheless, the fact remains that, however 
justified they may have been hitherto, 
Germany’s monetary and credit policies 
would be quite inappropriate for a surplus 
country already in possession of abundant 
exchange reserves and, unless the German 
economic position itself changes radically. 
would threaten to disrupt the whole system 
of European payments. 


It may be that such a fundamental change 
in the German position is taking place, 
though the OEEC unequivocally took the 
view, in its recent study, that “ it is unlikely 
that the overall. imbalance between Germany 
and other Member countries can adequately 
be brought under control without further 
action by Germany.” Whether this is so oF 
not, we can surely agree upon the considera- 
tions that should guide the policies of creditor 
countries. The most important point is that 
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the first safeguard against inflation for a 
country with a large surplus in its balance 
of payments is not to raise interest rates and 
restrict credit ; it is to expand incomes and 
allow the external account to swing back into 
balance again, thus obtaining additional real 
resources on which the larger money incomes 
can be spent. Moreover, an expansive 
credit policy will mean a lowering of 
jnterest rates that will at best encourage an 
outflow of capital and at worst discourage 
an inflow. 


There are in fact three broad lines of 
action, apart from a liberalisation of com- 
mercial policy, which a surplus country can 
adopt in order to return to a balanced inter- 
national position. Probably the best solution 
of all is to re-lend the surplus abroad, as 
Britain did during the nineteenth century, 
for in that event there will be no pressure 
upon the exchange reserves of other countries 
at all. In Germany’s case that solution is 
hampered by the level of interest rates and 
the absence of specialised financial institu- 
tions. Failing that, the currency could be 
allowed to appreciate ; but this Germany has 
firmly and finally rejected. The only re- 
maining recourse, if the surplus continued, 
would be to allow money incomes and the 
standard of living to rise, even if that meant 
abandoning the dogma of absolute stability 
in internal prices. Any country, clearly, is 
entitled to decide which of these remedies, 
or which combination of them, it prefers to 
adopt; but it is not entitled, if it wishes 
to act as a loyal member of an International 
system, to reject all of them. 


NEED FOR ADEQUATE RESERVES 


Another condition for a smooth function- 
ing of the Bretton Woods system is an 
adequate level of monetary reserves. It is 
the essence of the Bretton Woods principles 
that changes in parity should be few and 
far between and should take place only when 
the price level in a particular country gets 
seriously out of line with the world price 
level. If that is to be achieved ample 
exchange reserves are indispensable, to 
enable countries to ride out disturbances to 
their balances of payments brought about by 
transitory causes and to ensure that changes 
of parity are not precipitated by lesser 
disorders that ought to be corrected by 
internal measures. 


Between 1937 and 1956, world gold 
reserves rose by no more than one-half ($12.4 
billion), and about three-quarters of the 
increase accrued to the monetary gold stock 
of the United States. If the world had to 
tely exclusively upon gold we should have 
had a shortage of international reserves for 
many years past, because of the universal 
tise in costs and prices that took place 
during the war. The important thing that 
has happened is an enormous increase, from 
$2 billion to over $23 billion, in exchange 
Teserves other than gold. In this movement 
the chief elements have been an accumula- 
tion of short-term US dollar assets by the 
outside world to a total of some $15 billion, 
the mutual extensions of credit by the mem- 
bers of the Bretton Woods system in the 
form of the International Monetary Fund 
quotas and, of course, the growth of sterling 
balances. 


In spite of this the growth of international 
reserves (since 1937 little more than 
doubled) has lagged well behind the growth 
in the money value of world trade (since 1937 
nearly quadrupled). Admittedly, this is only 
another way of saying that the existing 
Teserves have sufficed hitherto to finance an 
almost continuous expansion in world trade 
On a rising price level. But the question is 
whether they are now spread so thinly over 
the system as a whole that shortage of 
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reserves might aggravate other deflationary 
tendencies, if these were to accumulate, and 
a minor recession be magnified into some- 
thing more. 


THE PRESENT PROBLEM 


At present, however, the problem centres 
upon the distribution of existing exchange 
reserves rather than their absolute magnitude. 
Nearly half the total is now held by the 
United States and Germany, though the 
United States, as we have seen, has large 
short-term liabilities to the outside world. By 
contrast, sterling finances perhaps 40 per 
cent of world trade, yet the United 
Kingdom reserves are about half those of 
Germany and less than 4 per cent of the 
world total. 


That is the most important single fact in 
the world currency situation. Measures to 
ensure the stability of the sterling area and 
measures to ensure the smooth working of the 
Bretton Woods system must alike be directed 
to the removal of that anomaly. In the first 
instance, it is the plain duty of the United 
Kingdom and other sterling countries so to 
arrange their affairs that a reasonable rate 
of rebuilding of the reserves takes clear 
precedence over other objects of policy, how- 
ever desirable in themselves. This is a task 
in which nothing will succeed like success: 
for once the reserves have been raised 
comfortably above danger level confidence 
in sterling will revive and funds will flow 
in again from the outside world. 


So long as the reserves are being rebuilt 
by the painful process of saving out of our 
current surplus, however, there is some 
danger that we should be exerting a down- 
ward pressure upon world trade as a whole. 
The internal policies necessary to the accumu- 
lation of a reserve must aim at restraining 
both our imports for cuzrent use and the 
outflow of capital for purposes of physical 
investment overseas. If the general climate 
of world trade should cease to be expan- 
sionary, it is clearly contrary to the general 
interest that other deflationary influences 
should be reinforced in this way. 


POWERS OF I.M.F. MIGHT BE WIDENED 


Once we have brought about a substantial 
increase in the reserves by our own efforts, 
therefore, the question may arise of their 
being further fortified by some kind of 
stabilisation operation. This might take any 
one of a number of forms, but the funda- 
mental fact is that the only ultimate source 
of dollars is the dollar area. In a recent 
speech, Vice-President Nixon spoke eloquently 
of the need for a spectacular increase in the 
outflow of American capital, especially to the 
developing nations of the world, and set 
before the American people as a reasonable 
goal the doubling or trebling of American 
investment abroad in the next ten years. It 
is true that the Vice-President was thinking 
primarily of private investment. But, as we 
have seen, the rebuilding of the sterling 
reserves stands in direct competition with 
rapid development in the countries of the 
sterling area. It may be, therefore, that a 
stabilisation loan for sterling could provide 
an indirect yet most fruitful means of achiev- 
ing the ultimate aims he had in mind. 


On the other hand, it might be more suit- 
able that an operation of this kind should 
take an international rather than a national 
form. In that case, the International Monetary 
Fund would be the obvious instrument. At 
present, the credit-creating powers of that 
institution are rigidly limited by the size of 
quotas ; nor would an all-round increase in 
quotas be a suitable remedy for the situation 
we have in mind. There might be general 
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advantage for the world, however, if the 
Fund could move in the direction of becom- 
ing a super-central bank. This implies that 
the controllers of the Fund should be per- 
mitted greater discretion in their operations 
than is accorded under the present articles. 
Secondly, it means that countries should be 
prepared to deposit exchange reserves with 
the Fund and treat the Fund’s certificates of 
indebtedness as exchange reserves, in the 
same way that some European countries 
already treat as part of their exchange reserves 
their stake in the European Payments Union. 
By these means it would be possible to 
expand world exchange reserves on the basis 
of the existing gold supply, while channelling 
the additional credit in those directions where 
it would do most good. And, it may be added, 
this would be a logical extension of the 
process of creating “man-made” exchange 
reserves that has done so much to preserve 
an expansionary climate for world trade since 
the war. 


POSITION SUMMED UP 


To sum up, the problems of the sterling 
area and of the world economy as a whole 
are essentially those of reconciling the aims 
of individual nations and their governments 
with the general requirements of an inter- 
national order. They are therefore merely 
one aspect of the far wider problem which 
the free nations have to solve: that of 
adapting their political ideas and political 
institutions to the facts of their growing 
interdependence, in economic as in military 
affairs. By and large, our forms of govern- 
ment are derived from earlier models and 
make it easy for us to think in terms of 
national solutions to our problems on lines 
of self-sufficiency. The order and stability of 
human society in our lifetime are likely to 
depend on the skill, resolution and speed 
with which we reconcile the national texture 
of political government with the international 
scale of the pattern of interdependence. 


BROOME RUBBER 
PLANTATIONS 


The twenty-fourth annual general meeting 
of Broome Rubber Plantations Limited was 
held on January 15th in London, Sir Lionel 
Smith-Gordon, Bart (the Chairman), pre- 
siding. 

The following is an extract from his circu- 
lated statement: 


The trading profit for the year was not 
as good as for the previous year. The chief 
reason for this was a fall in production from 
3,364,900 Ib for 1955/56 to 3,078,200 lb for 
1956/57. ‘This shortfall was caused by bad 
weather in November, 1956, by the cutting 
out of areas for replanting, and by a series 
of labour strikes on Broome Estate during the 
last quarter of the year. At the same time, 
there was a fall of 1.6d. per Ib in the average 
selling price. 


During the year under review we replanted 
327 acres, and since then we have completed 
the replanting of a further 297 acres. Thus 
we now have over 1,000 acres of young rubber 
to bring to maturity, but more than half of 
the total acreage is still under old seedling 
rubber. The crop for the five months to 
November 30, 1957, was 1,529,100 lb, against 
1,272,000 lb for the same period last year. 
If we experience normal weather, and there 
are no unforeseen setbacks, we anticipate that 
the final crop for the current year will be in 
the neighbourhood of 33 million pounds. 


The report was adopted and the final divi- 
dend of 124 per cent, making 174 per cent 
for the year, was approved. 
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Changing Economic Situation—A “ Crisis of Confidence ” 


NEED FOR WIDER UNDERSTANDING OF FINANCIAL POLICY 


Essentials for Maintaining Sterling’s Value in World Markets 


VISCOUNT MONCKTON ON COUNTRY’S POLICY OF RESTRAINT AND 


The One hundred and twenty-second Annual General Meeting 
of Midland Bank Limited will be held on February 14th, at the 
Head Office, Poultry, London, E.C. 

The following is an extract from the Statement by the Chairman, 
The Right Honourable The Viscount Monckton of Brenchley, P.C., 
K.C.M.G., K.C.V.O., M.C., Q.C., on the report of the directors and 
balance sheet for the year to December 31, 1957: 

On the record of economic affairs, the year 1957 turned out to be 
more disturbed than at the outset it seemed likely to be. In the 
early part of the year confidence had been strengthened by passage 
through the Suez difficulties with less damage to the national 
economy than had been officially and unofficially foreseen. The 
February reduction of Bank rate was followed by a fairly reassuring 
Economic Survey and what might be called a comfortable budget. 
The barometer was moving towards “ set fair.” 

Quite suddenly, however, it switched to “stormy.” A wave of 
uneasiness, particularly abroad, about the future value of the pound 
sterling led to a repetition of acute balance of payments difficulties 
notwithstanding a considerable surplus on current account trans- 
actions and an encouraging trend in exports The gold and dollar 
reserves were drawn down with alarming rapidity. Once again 
we were caught up in a “ crisis of confidence ” which demonstrated, 
not for the first time, that Britain’s fine postwar record as trader 
had been accompanied by over-expansion of her activities as a 
provider of capital and by the comparative illiquidity of her position 
as international banker. The impact of the disturbance was thus 
concentrated on external financial arrangements. Yet the cumulative 
uneasiness which precipitated it was attributable largely to inferences 
drawn at home and abroad from the record of events over the past 
decade and from anxieties about future domestic conditions and 
policy. To meet this situation, drastic measures were taken in 
September. The results, judged by the immediately critical tests, 
were reassuring ; but the measures themselves entailed awkward 
readjustments of business plans and arrangements, and the year 
ended in an atmosphere of quiet hesitancy. 


THE NEED FOR WIDER UNDERSTANDING 


When the Bank rate was reduced, last February, both the 
Chancellor of the Exchequer and the Governor of the Bank of 
England were at pains to emphasise that the movement did not 
imply any modification of the restrictive credit policy then in force. 
Even so, the reduction was widely read as a signal of relaxation, 
one result being that the banks were faced by an inflow of hitherto 
pigeon-holed applications tor credit which, having regard to the 
unchanged official requests, they had necessarily to refuse. More 
important than any embarrassment to the banks is the possibility, 
suggested by the subsequent course of events, that the misreading 
of official action at that time may in itself have necessitated more 
drastic action later on than might otherwise have been necessary. 
Further, the apparent change of front a few months later made the 
measures then taken all the more difficult to understand. 

A second example is provided by the September measures them- 
selves, embodying the sharp rise in Bank rate, the quantitative 
restriction of bank advances and a further review of Government 
and other Government-financed expenditure. The steps thus taken 
were presented in an atmosphere of acute emergency, created by 
the rapid draining-away of gold and dollar reserves. In the 
circumstances a tendency appeared in public discussion to over- 
stress the part played, in precipitating the “crisis,” by foreign 
speculation in sterling. Moreover, it was not sufficiently recognised 
that overseas opinion sprang largely from a perhaps unduly 
sceptical assessment of the authorities’ will and power to correct 
conditions threatening further depreciation of the purchasing power 
of the currency. In the face of such scepticism, official denials of 
any thought of devaluation proved unavailing until supported by 
more dramatic action than the domestic business situation, con- 
sidered by itself, appeared to demand. Accordingly the measures 
adopted were a subject of some confusion and misunderstanding. 
It was not easy for the public to grasp, for instance, just why 
restrictive measures should be necessary at a time when activity 
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in some branches of industry had already shown signs of flagging 
a little ; or why some curtailment of capital outlay should have to 
be imposed while everybody was agreed that, in the long run, the 
country’s competitive efficiency required still more capital extension 
and re-equipment in industry. The penalties of the higher level 
of interest rates, moreover, were all too easy to see—especially 
the encroachment on the prospective budget surplus on revenue 
account and the additional outgoings on the balance of payments 
in respect of interest paid to overseas holders of sterling. Here 
too, then, the measures taken might have been more generally 
approved if the reasons for them had been more widely understood. 


NEW. INVESTIGATIONS 


Happily, two welcome developments in the direction of fuller 
understanding of the monetary system and the way it operates have 
taken place within the past year. Their timeliness is reinforced 
by the fact that both steps were announced before the events of 
September following the run on sterling. The need for compre- 
hensive review of our monetary arrangements was thus realised 
and acted upon before it received such conspicuous fresh 
demonstration ; and realisation had doubtless been sharpened, and 
action hastened, by the evidence of misunderstanding of the lowering 
of Bank rate early in the year. 

First, then, a general welcome was given to the appointment of 
the Radcliffe Committee. Although the major task of this body 
is to advise the Government on the working of the monetary 
system, there can be no doubt that the results of its labours will 
have an important educative influence. There are many things 
about the monetary system, after all the modifications that have 
taken place in recent decades in both the system itself and the 
circumstances in which it operates, that need elucidation. Accord- 
ingly, all of us should profit from the findings of the Committee 
and be stimulated by its recommendations when they appear. 

Secondly, and perhaps more directly relevant to the subject of 
public information, came the setting up of the Council on Prices, 
Productivity and Incomes. This very small body is something quite 
new in its form and functions. For one thing, it is not a transitory 
body designed to examine some particular problem and disband 
on the completion of its inquiry. It is established rather as a 
standing committee, with a wide-ranging commission. Moreover, 
in two respects it is unusual if not unique. The members have 
been chosen for their individual qualities, and not in any representa- 
tive capacity ; and the task of the Council is not to advise the 
Government, but to inform the public. The complete objectivity 
of the Council is manifest, and it can be relied upon to choose 
wisely the time, manner and subject of its expositions. If, further, 
it succeeds in formulating its views in a way that appeals to the 
general public as sensible and forthright, it may come to have a 
strong and healthy influence upon the trend of opinion and the 
course of affairs. It is not enough that the authorities should 
consistently pursue a monetary policy that is thoroughly objective 
and far-seeing in its purposes and manner of execution; it is 
necessary also that both policy and measures should manifestly 
possess these qualities. 


BRITAIN’S INTERNATIONAL POSITION 


Much of the prevailing confusion and misunderstanding about 
the matters I have discussed results from imperfect appreciation 
of the unique international position of our national economy. No 
country is involved in so intricate and complex a manner and 
degree as is the United Kingdom in the course of business affairs 
in other parts of the world; in no highly industrialised country 
are the factors determining her economic condition and _ policy 
more powerfully shaped by external forces. With this fact in 
mind, developments during the past year give warnings which can 
only be disregarded at our peril. 

First, we have been rightly encouraged by the maintenance, 
despite all the disturbances to steady expansion of trade, of a 
substantial surplus on the current balance of payments. Events 
have shown, however, that the surplus is not as large—taking 
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account of other commitments—as is required to build up a strong 
jnternational position in terms of the relation between external 
liabilities and liquid assets. Moreover, the achievement of a surplus, 
while resulting largely from perseverance and enterprise in overseas 
markets, has been favoured by a general expansion of world trade, 
and there are disquieting signs that the expansive process may have 
reached or be approaching an interval of hesitancy. Doubts about 
the course of business in the United States in the immediate future, 
the re-appearance during the~past year of the “dollar gap,” the 
difficulties encountered in financing capital projects in under- 
developed parts of the world, and disturbances of the relations 
among European currencies—all these things suggest that world 
conditions as a whole may not be so conducive to the enlargement 
of British exports in the near future as they have been almost 
continuously since the end of the war. 

To some extent the treatment of disturbances arising from 
broad international factors is a test of the reality of international 


Much has been said by my predecessor in the chair of the 
difficulties encountered by the banks in enforcing an officially 
directed policy of extreme restraint ; but there are three points 1 
would wish to make on this occasion. The first relates more 
especially to the “qualitative” requests, expressed in terms of 
the purpose of borrowing. ‘The requirements of many business 
borrowers have to be judged in relation to their total financial posi- 
tion, and it is therefore not always easy to deal with an application 
by reference to any particular requirement of the business. Addi- 
tional credit for some explicit capital purpose may be refused ; but 
an indirect reaction from the refusal may be a tendency by the 
customer to use more fully the overdraft facilities he has at his 
disposal for ordinary day-to-day business operations. To this 
extent selective credit control may prove to be—as is commonly 
said of a high Bank rate—a “ blunt instrument ” of monetary policy. 

Secondly we have to reckon with some lack of harmony between 
the two kinds of official “ request.” The qualitative requests are 
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y they are to the requirements of policy, are wholly to the long-term own businesses and visualising the steps they might take to seize 
y ae — a ee a credit — and there every —— of Fc mag A ge our own Bank we have 
n t have delayed some business development which on its own accumulated much information, both general and particular, which 
n ge was _ be desired on ter ges — fg to is relevant to = investigations, and on a naive of occasions 
national economy in a competitive world. Further, there have we have been able to provide some assistance. We welcome 
2, €n many instances in which failure to obtain credit from a bank, inquiries relating to these matters and are ready to give them the 
a Or purposes which were officially regarded as standing low in the specialised attention that the details of each case require. The 
3 order of priorities, has been followed by resort to other, largely services of experienced officials are available by inquiring at any 
g unregulated and probably less economical sources of finance. of our branches. 
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The annual general meeting of West- 
minster Bank Limited, will be held on 
February 12th at the Head Office, 41 Loth- 
bury, London, E.C. 


The following is the statement by the 
chairman, The Right Honourable Lord 
Aldenham, which has been circulated with the 
report and accounts for the year ended 
December 31, 1957: 


In the course of the year we have lost the 
services of Sir William Coates through ill 
health: he has been an admirable Deputy 
Chairman since 1950. Lieutenant General 
Lord Weeks also had to leave us on his 
appointment as Chairman of the Finance 
Corporation for Industry Limited, and Mr 
A. G. Stewart is now leaving the Board owing 
to his other heavy business commitments. We 
shall greatly miss the benefit of their valuable 
experience and wise advice. 


During 1957 we were very glad to welcome 
Lord Salisbury on his return to the Board, 
and also Sir Arthur fforde, the Chairman of 
the British Broadcasting Corporation, both 
of whom have had wide experience in many 
fields. One of our colleagues, Mr W. J 
Worboys, received a knighthood in the New 
Year’s Honours list—a well-deserved recog- 
nition of his services to the country. 


TRIBUTE TO MANAGEMENT 


I am glad to tell you that the General 
Management of the Bank remain unchanged. 
The results now placed before you are a clear 
indication of their devoted and _ untiring 
efforts on behalf of the Bank. 


Mr W. A. Dry, Secretary of the Bank and 
of Westminster Foreign Bank Limited for 
the last seventeen years, retired in September 
and was succeeded by Mr L. R. Murray. 


I would like to thank Stockholders and 
Shareholders for the support given to the 
Board’s proposals for the reorganisation of 
the Bank’s Capital structure. The elimina- 
tion of the uncalled liability on the shares 
was desirable, especially as it was accom- 
panied by a considerable strengthening of the 
paid-up Capital. That the Board have con- 
tinued to hold the balance true as between 
“A” Stockholders and “B” Shareholders 
seems to be indicated by the fact that over 
99 per cent of the votes cast by both classes 
were in favour of the proposals. 


FACTORS AFFECTING INCOME AND 
OUTGOINGS 


The Accounts for the year show a decrease 
of £12,569 in our profits. There have been 
a number of factors affecting our income and 
outgoings, among them two Bank ate 
changes, but our trading result has been 
mainly influenced by the increase in our Staff 
costs to which I shall refer later. 


We have again transferred £800,000 to 
Published Reserve, which was reduced by 
£2,400,000 when, in strengthening our paid- 
up Capital we capitalised £5,303,243, 
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WESTMINSTER BANK LIMITED 


SATISFACTORY EXPANSION OF DEPOSITS 
EFFECT OF INCREASED STAFF COSTS 
CAUSE OF DRAIN ON COUNTRY’S RESERVES 
CHANCELLOR’S « UNPLEASANT AND EXPENSIVE ” REMEDIES 


LORD ALDENHAM ON PROBLEMS AHEAD 


£2,903,243 of this sum being provided by a 
transfer from Contingency Account. After 
payment of the dividends foreshadowed at 
the time of our Capital reorganisation, and 
after this transfer of £800,000 to Reserve, 
our Profit and Loss carryforward is down 
by some £24,000. 


DEPOSITS 


Our Current, Deposit and Other Accounts 
have risen by over £30 million. This is a 
satisfactory result, particularly as stringent 
monetary measures have been in _ force 
throughout the year and as institutions other 
than the large Commercial Banks have con- 
tinued to advertise for Deposits at very high 
rates. From the point of view of our profit, 
however, it is as well the Shareholders should 
know that virtually the whole of this in- 
crease is in our customers’ Deposit Account 
balances, upon which we are at present pay- 
ing interest at the rate of 5 per cent. 


Such Deposit Accounts have increased very 
materially in number as well as in amount. 
It is noteworthy, although not surprising, 
that well over half this increase, both in 
number of accounts and in total balances, has 
taken place since the rise of 2 per cent in 
the Bank rate on September 19th, when 
Deposit interest was similarly increased. 


ADVANCES 


On the assets side of the balance sheet, 
Advances have decreased, reflecting the ex- 
pected pattern in a year in which the credit 
squeeze has operated throughout and has 
been reinforced, in the minds of bankers and 
public alike, by the Chancellor’s statement in 
September and by higher borrowing rates. 


The amount we earned on our Loans and 
Overdrafts during 1957 was only moderately 
higher than the comparable figure for the 
previous year, as the higher interest rates 
ruling during the last 3} months were accom- 
panied by a decrease in Advances. In the 
event we were able to make profitable use 
of the funds so released, and of the increased 
funds available to us from higher Deposits, 
by the purchase of Treasury Bills. The rates 
so earned have lately been favourable and 
this factor, together with our desire to remain 
rather more than usually liquid, influenced us 
towards this means of employing our funds 
in preference to additional investment on any 
large scale in short-dated gilt-edged securi- 
ties, which continue to be subject to material 
fluctuation in value from time to time. 


Investments, however, are, with Advances, 
our main earning asset, and we have taken a 
favourable opportunity to add £11 million 
to our portfolio. You will observe that the 
deficiency in the market value of our British 
Government securities was rather greater at 
the end of 1957 than it was in December, 
1956, but, as I have told you in the past, 
all our Government securities are dated and 
the great majority will mature within the 
next few years; thus the deficiency should 
be more than recovered. 
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STAFF PAYMENTS 


Our largest single item of expenditure— 
payments made to or for the benefit of our 
Staff—has risen again. This increase, despite 
the fact that we have added but a few to 
our Staff numbefs, has been of significant 
size, due to our making a cash payment to 
the active Staff in the early part of the year 
and following this up with the introduction 
from July Ist of a new basis of remunera- 
tion. It is pleasing to record that during the 
course of the year we have also been able 
to make some addition to pensions of less 
than £750 per annum. 


These benefits for members of our Staff, 
both present and past, together with the 
several other improvements in conditions of 
service that have been brought into effect 
during the year, emerge primarily from the 
many frank discussions which the Board and 
Management of the Bank have had with the 
Staff Associations, both Clerical and Non- 
Clerical. 


THE CLERICAL GUILD 


You may be interested to learn a little 
about the Staff Associations in this Bank, and 
particularly about the Clerical Guild, since 
the occasional press references which appear 
on this subject are often misleading and often 
directed towards the discrediting of a system 
such as that obtaining in Westminster Bank. 
The Guild was established in 1919 and is 
very representative of the clerical Staff at 
all levels. It enjoys a 70 per cent member- 
ship of the total of our active clerical Staff 
and if one leaves out those with less than 
three years’ service—that is to say, the bracket 
in which there is a considerable turnover in 
present conditions—the proportion of pos- 
sible membership is approximately 80 per 
cent. It can thus be seen that the Guild 
is a truly representative body and that its 
elected representatives, who come along to 
Head Office on a variety of problems, speak 
with a great weight of opinion behind them. 
These meetings, I must say, take p!ace quite 
frequently and can be called by either the 
Bank or the Guild. They are conducted in 
such an atmosphere as to permit of a very 
full and frank exchange of views on both 
sides of the‘ table and, although agreement 
on all points cannot always be achieved, a 
better understanding of the other side’s point 

of view invariably results. In addition, there 
is in being a formal Arbitration Agreement 
completed in 1956 by the Bank and the Guild 
which can be invoked by either party, al- 
though I hope the need will never arise. 


The Non-Clerical Staff Association, which 
was also founded in 1919 and has a mem- 
bership of 71 per cent, has the same facili- 
ties for coming to Head Office in order to 
discuss its problems. 


BRANCH EXTENSION 


During the past year we increased ouf 
branch representation throughout the coun- 
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try, bringing the total number of banking 
offices to 1,191. I mentioned in my state- 
ment last year that our programme of branch 
extension had had to be curtailed in view of 
the economic restrictions then obtaining and, 
of course, the same stricture has applied dur- 
ing 1957. Our programme, which is based 
on a great deal of careful research and in- 
vestigation, is constantly reviewed and it is 
my hope that when the situation permits we 
shall be able to advance rather more rapidly 
than we have done in recent years in order 
to take every suitable opportunity of ex- 
panding our business. 


On October 1, 1957, the Foreign Branch of 
our Bank celebrated its Fiftieth Anniversary 
and it is therefore particularly gratifying that 
our foreign business as a whole has con- 
tinued at a very high level and has again 
made a handsome contribution to our Bank’s 
profits. 


OVERSEAS VISITS 


Notable efforts continue to be made by 
our senior Staff in journeying overseas as 
ambassadors of the Bank and I am more than 
ever convinced that this plays a very impor- 
tant part in the furtherance of our desire to 
be among the leaders in the field of overseas 
business. In 1957 representatives from the 
General Management and the Foreign Branch 
Management covered a great deal of Europe, 
including the Balkan countries, as well as 
extensive areas in the Middle and Far East. 
These visits go a long way to ensuring that 
Westminster Bank shall lose no ground in 
the very competitive field of overseas busi- 
ness and I again warmly commend the 
initiative and efforts of these Officers on the 
Bank’s behalf. 


You will have observed that the Report 
does not on this occasion contain the separate 
balance sheets and accounts of our sub- 
sidiaries. We decided, in the interests of 
simplicity, that a Report giving particulars 
of the parent company’s affairs together with 
particulars of the group in the form of a 
Consolidated Statement would be more suit- 
able and we have accordingly introduced this 
form for the first time. We hope it will 
appeal to our Shareholders. 


Both Ulster Bank and Westminster Foreign 
Bank have enjoyed a very satisfactory year’s 
trading and their respective profits have 
increased significantly. 


AFTERMATH OF SUEZ CRISIS 


In any review of progress or retrogression 
made each year it is natural to consider ‘irst 
whether the free nations of the world are any 
nearer to a lasting peace with the countries 
behind the Iron Curtain, and it would seem 
that during 1957 some progress has been 
made. At the beginning of the year the Suez 
difficulty had done much damage to the 
NATO alliance. That damage was to a great 
extent repaired during the year, and in 
October the launching of the Russian satellite 
into outer space shook the NATO countries 
out of their complacent belief that in all 
branches of science the Russians still lagged 
behind, and thus helped to close their ranks. 


The blocking of the Suez Canal was 
believed a year ago to be a much more serious 
threat to the economic position of this country 
than in fact it proved to be. It was a great 
surprise to us all to find that in the first six 
months of 1957 almost as much had been 
added to our gold and dollar reserves as had 
been added in the first six months of 1956 ; 
though it must not be forgotten that the first 
impact of the Suez incident caused a heavy 
drain on our reserves, even though the 
damage was much less lasting than we feared. 


But in July last the position changed very 
tapidly and July, August, September saw a 
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drop of £189 million in those reserves, over 


one-‘ifth of their total. This was not due to 
any sudden worsening in the trading position 
of this country, for we had earned a surplus 
on our own balance of payments of £200 
million in the twelve months ending in June, 
and it seems probable that we are still earn- 
ing a surplus at approximately that annual 
rate. 


GOVERNMENT’S ENERGETIC STEPS 


The fundamental cause of the drain on our 
reserves was the widely held belief that those 
reserves are quite inadequate to support the 
value of the pound sterling if there is any pro- 
longed distrust in it abroad ; and until those 
reserves are built up, there is always the 
possibility of the disaster of another devalua- 
tion. Energetic steps were taken by the 
Government to supplement the reserves by 
credits from the International Monetary Fund 
and the Export-Import Bank, and most im- 
portant help was also given by the impartial 
opinion expressed by Mr Per Jacobsson, the 
managing director of the International 
Monetary Fund, that the pound sterling was 
not overvalued at present rates of exchange. 
But these credits are loans which in due 
course must be repaid: they must only be 
used to give us a breathing space, during 
which we can build up our real reserves. 


Other causes of the fear of devaluation of 
sterling were the reappearance of the dollar 
gap, the great and growing improvement in 
the West German balance of payments, the 
devaluation of the French franc, and the con- 
stant deterioration in the purchasing power of 
the pound at home. Year after year we are 
told in Parliament, and indeed we all know 
to our cost, how far that purchasing power 
has slipped. Nearly twenty years of con- 
tinuous inflation have taught us to buy now 
whatever we want because next year it will 
be more expensive. Just think what a differ- 
ence it would make to the Savings Move- 
ment if we all felt sure that postponing ex- 
penditure would let us buy cheaper. 


DRASTIC BANK RATE RISE 


On September 19th, drastic action was 
taken by the Bank of England and by the 
Chancellor of the Exchequer. Bank rate was 
put up to 7 per cent, the credit squeeze was 
tightened, and limits were set to the amounts 
to be invested by the public sector—the 
central government, the local authorities and 
the nationalised industries. All were un- 
pleasant and expensive remedies, which need 
never have been so severe if remedial action 
had been taken earlier ; but they should help 
to check and even to reverse the inflationary 
spiral. 


This regret that remedial action was not 
taken earlier is not just being wise after the 
event—from the very beginning of the credit 
squeeze in July, 1955, the banks have made 
it abundantly clear to the Government that 
in their view the credit squeeze by the banks 
without complementary action on the Govern- 
ment side would not be sufficient to halt 
inflation. 


INDUSTRY’S NEED OF CAPITAL 


But this limit on investment by the public 
sector is £1,500 million per annum for each of 
the next two years. It is surprising to hear 
that the expenditure of this vast sum has in 
some quarters been called an investment 
freeze: rather is it puzzling to know how the 
money is to be found without further infla- 
tion. Taken as a whole the nationalised 
industries have no true profits to plough back 
into increased investment: in contrast to the 
industries in the private sector which have 
been ploughing back about two-thirds of their 
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net earnings after tax into strengthening their 
Own positions. The April Budget provided 
for an ordinary surplus of £560 million, most 
of which (if achieved) could go towards 
“below the line” capital investment: in 
addition, there are “small” savings such as 
Savings Certificates and the like, and there 
are the “large” savings in the form of Life 
Assurance and Pension Funds. 


But private industry, in spite of all the 
ploughing back of earnings, also needs fresh 
capital from the public, witness the £40 mil- 
lion and £41 million which Imperial Chemical 
Industries and British Petroleum have 
recently raised. Private industry has a fair 
claim on some of these savings, and we can- 
not ignore the needs of Commonwealth 
borrowers who come to the London market. 
If the future claims of private industry and of 
the Commonwealth are also to be met, it 
really seems that the Chancellor will have to 
set his sights for public sector capital ex- 
penditure rather lower than £1,500 million 
per annum if he is determined to have no 
recourse to inflation and thus to maintain a 
stable pound. 


During 1957 it has been heartening to note 
a continuation of agriculture’s contribution to 
the economy of this country. It is not always 
realised that just over 3 per cent of our 
workers produce half the food requirements 
of our population of fifty million. 

BANKS’ LOYALTY 

There is really no need to put the words 
credit squeeze in inverted commas nowadays: 
the thing has been with us for such a lament- 
ably long time. But it must be recorded how 
loyally the banks as a whole have played their 
most unwelcome part in maintaining it, when 
for so much of the time they have watched 
the Government’s deficit financing far out- 
weighing the restriction they themselves have 
been able to enforce. It would be ungracious 
to fail to record here our appreciation of the 
co-operation we have received from our 
customers in the squeeze. 


Last September the Government asked the 
banks to keep the coming year’s average level 
of advances down to the average of the pre- 
ceding twelve months and the banks have 
agreed to try, though it will be unprofitable 
to us and difficult to achieve. If we do 
achieve it, I see no reason why we should 
not subsequently get back to more free com- 
petition amongst ourselves, curbed only by 
the need for each individual bank to conform 
with the Government request, a curb which 
we must hope is only temporary. 


IMPORTANCE OF STABLE POUND 


A most important declaration was made by 
the Chancellor of the Exchequer in October 
that “a stable pound is the prerequisite of 
full employment”; and it would seem that 
there is a growing acceptance in the country 
of the view that it is more important to us 
all to have a stable pound than to have con- 
ditions of artificial boom created by inflation. 
Certainly it is more honest to our creditors 
abroad. 


We are, and have been, spending a larger 
proportion of our national income on con- 
sumer goods, and a smaller proportion on 
research and improvements to our factories, 
than have our principal competitors in the 
export markets: even the lure of Premium 
Bonds has failed to provide sufficient savings 
to alter these proportions. For the sake of 
our future level of production it will be most 
unfortunate if for lack of savings a limitation 
on fixed investment in productive assets has 
to be continued for long. 


A further danger to our competitive posi- 
tion lies in the fact that our costs per unit of 
output have increased in the past few years 
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more rapidly than those of West Germany 
and the United States. 


BRITAIN’S SHARE OF WORLD TRADE 


These two considerations, a lesser propor- 
tionate expenditure on new factories and 
plant, and a greater rise in labour cost per 
unit of output, may help to explain why our 
percentage share of total world trade has 
each year for the past seven years been 
declining. This fact has been masked 
by the growth in total world trade, but 
it will become of increasing importance 
if in 1958 there is some contraction in the 
total volume. We cannot ignore the possi- 
bility of some contraction under the influence 
of the recession in North America, and the 
diminution of the income of primary produc- 
ing countries such as Australia and New 
Zealand: both these countries have suffered 
from falling commodity prices and Australia 
has experienced adverse seasonal conditions. 


The economists tell us that, when the 
prices of the goods we sell have moved up 
and the prices of the raw materials we im- 
port have moved down, the terms of trade 
have moved in our favour; but it does not 
seem to be so much in our favour as all that, 
when the primary products of Australia and 
New Zealand fall in value so far that they 
have to restrict their purchases of our manu- 
factures. 


CANADIAN TRADE MISSION 


All the more welcome, therefore, was the 
recent visit of the Canadian Trade Mission, 
entrusted with the task of switching more of 
their purchases to this country, in order to 
enable us to earn more Canadian dollars with 
which to buy their metals or their surplus 
wheat. I could wish that we might see a 
similar mission coming to us from the United 
States, for we shall need all the US dollars 
we can earn if, after repaying recent credits, 
we are also to be able to buy all the com- 
modities we need from them. 


Conversely, I would like to see a UK 
mission visiting Australia and New Zealand 
with the object of finding what more we can 
buy from them in order to maintain their 
ability to buy from us. 


EUROPEAN COMMON MARKET 


The six “Messina” countries, France, 
Germany, Italy, Belgium, Holland and 
Luxembourg, have formally established a 
Common Market as from the beginning of 
1958. Nevertheless, little definite progress 
has been recorded towards the establishment 
of a Free Trade Area to include this country 
and the Scandinavians in agreements with the 
Common Market countries, although there 
have been important pronouncements in its 
favour by the British Government and several 
detailed studies are being carried out by 
OEEC committees. There are, of course, 
countless difficulties in reaching agreement, 
and there will be hard bargaining on all sides, 
but it would seem that for all countries con- 
cerned the advantages of so large a Free 
Trade Area must outweigh the disadvantages. 
Certainly the performance of many of our 
great industries in the export markets in 
recent years gives us good grounds for hope 
that they could more than hold their own in 
any Free Trade Area. 


THREE MAIN ANXIETIES 


At the beginning of 1958 three main 
anxieties remain with us, the maintenance of 
world peace, the stability of the purchasing 
power of the pound sterling, and the con- 
tinuance of our ability to compete in price 
and quality in the export markets of the 
world. 
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CLYDESDALE & NORTH OF 
SCOTLAND BANK LIMITED 


THE FIGHT AGAINST INFLATION: NEED FOR RESOLUTE ACTION 


SIR HAROLD E. YARROW ON COUNTRY’S INHERENTLY 
STRONG POSITION 


The 120th Annual General Meeting of 
Shareholders of Clydesdale & North of Scot- 
land Bank Limited will be held on February 
12th in the Head Office, St Vincent Place, 
Glasgow. 


The following are extracts from the circu- 
lated statement of the Chairman, Sir Harold 
E. Yarrow, Baronet, CBE, LLD: 


Having regard to the difficult conditions 
which obtained throughout 1957, the results 
disclosed are highly satisfactory. Our 
Deposits at £175,416,371 show an increase 
of £2,422,383 as compared with last year. 
Our Note Circulation continues to be 
influenced by the inflationary trend, and 
with an increase of £1.1 million on the year 
it now stands at the new high level of £25.4 
million. The total outstanding for Accept- 
ances, Confirmed Credits and Engagements 
on account of Customers is down this year 
by £647,000 to a total of £8,763,286. I am 
pleased to say that our Foreign business con- 
tinues to expand very satisfactorily and good 
progress is being made by all our Overseas 
Branckes. 


On the Assets side, you will note that we 
maintain a highly satisfactory level of 
liquidity. Cash, Balances with Other Banks, 
Money at Call and Short Notice at London 
and Treasury Bills amount to £75.7 million 
and 1epresent 37.7 per cent of our liability to 
the public in respect of Notes in Circulation 
and Deposits. Our holding in British 
Government Securities at £82,049,185 shows 
a small increase of about £900,000. The Book 
Value of our Investments at the time of 
making up our figures was £6.6 million in 
excess of Market Value. Advances to Custo- 


mers and Other Accounts at £42,583,726 


show an increase on the year of £1.5 million, 
which follows upon a decrease of over £1 
million in the previous year. 


Our Net Profit for the year at £486,466 
shows an increase of £4,634. Running costs 
have again shown quite a substantial increase 
which has been off-set by the income derived 
from the larger resources at our disposal 
throughout the year. If the present high rates 
continue, however, we must expect a down- 
ward trend in profits. 


The Dividend is maintained at 18 per cent, 
and we have again allocated £32,500 to the 
Staff Widows Fund, £100,000 to Staff Pension 
Fund, and £100,000 to Reserve for Contin- 
gencies, which leaves £202,054 to be carried 
forward to 1958. 


CREDIT RESTRICTIONS 


Our affairs have again had to be conducted 
in a regrettable atmosphere of restriction. A 
year ago I said that I felt the time had come 
when consideration might be given to relax- 
ing the restraints on lending which the banks 
have been asked to exercise for so long, and 
which they have willingly accepted at the 
request of successive'Governments, without 
regard to the effect upon their earnings. 
Unfortunately the past twelve months, far 
from witnessing a move towards this happier 
state of affairs, have seen the Chancellor of 
the Exchequer ask the banks on two occasions 
for even greater restraint. 


In spite of the difficulties, however, we 
must welcome the Government’s obvious 


determination to achieve and maintain 
stability ir: the currency, and if the measures 
now in force meet with success, I would hope 
that the day may not be far distant when 
artificial restrictions on lending will be 
unnecessary and the banks will once again 
be permitted to play their rightful part in a 
healthy, expanding economy. 


THE NATIONAL ECONOMY 


The features of 1957 which stand out most 
strongly in the affairs of the United Kingdom 
as a whole are the drain on our reserves 
which occurred in early autumn and the 
policies which were initiated at that time to 
deal with it and to prevent a recurrence. 


The cause was not far to seek. It was a 
lack of confidence in sterling both at home 
and abroad, and the underlying cause of that 
lack of confidence was likewise not difficult 
to discover. It was inflation, a condition in 
the economy which has given rise to financial 
crises in one form or another far too fre- 
quently since the war. 


It is universally agreed that inflation, 
although favourable in its immediate effect 
to some sections of the community, is poten- 
tially dangerous; it must be eliminated if 
real progress is to be made. Not every- 
one is agreed on the action which would 
best achieve that end. But what is 
really disappointing is that in the past no 
determined remedial action has been pressed 
home. 


The steps which were taken last September 
were, I believe, necessary both as an imme- 
diate expedient to reverse the flow of funds 
abroad because of the speculative drive 
against the pound, and in the longer run to 
exorcise inflation from the economy. It is 
essential to realise that any action which 
achieved the first objective without securing 
the second would be largely futile. 


The measures taken appear to have been 
successful in their first objective. It now 
remains to convince the world at large that 
we mean to hold our position by achieving 
the second objective, and we will be believed 
only when it is seen that our actions are 
matching our words. 


It is the Government’s duty to press 
through its policies to create the climate in 
which this fight against inflation can be won, 
and the consequences of failure could be so 
serious that it has the right to Icok for the 
support even of those who may disagree with 
its policy in detail ; employers must be pre- 
pared to accept moderate profits and to be 
satisfied with nothing less than the highest 
standards of management techniques and the 
adop*ion of all the resources placed at their 
disposal by modern research ; and employees 
must give an honest day’s work for an honest 
day’s pay, ready, in particular, to dispense 
with restrictive practices which are damaging 
to maximum production, in the knowledge 
that what they earn, and save, will maintain 
its value. Our position is inherently strong— 
I do not think this can be overstressed—and 
only resolute action is required to establish 
in the eyes of the world that it is so. What 
is wanted is less controversy and confusing 
advice on means, and more concerted action 
towards securing the agreed ends. 
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BOWMAKER LIMITED 


ALL PREVIOUS RECORDS 
SURPASSED 


The thirtieth annual general meeting of 
Bowmaker Limited will be held on February 
14th, in London. 


The following is an extract from the circu- 
lated statement of the chairman, Sir Arthur 
Morse, CBE : 


The report and accounts reflect the highest 
volume of business transacted and the biggest 
rofit in the history of the company, which 
is particularly satisfactory in the thirtieth year 
of its existence. Business during the first two 
months of the financial year was at a low ebb 
but at the end of December, 1956, restrictions 
on hire purchase were eased and from 
January onwards there was a steady increase. 
Underwriting reached unprecedented propor- 
tions in the spring and early summer months 
and continued at a satisfactory level until 
the close of the financial year. 


In the result the group profit before tax 
amounted to £750,289 compared with 
£491,227 in the previous financial year. Taxa- 
tion requires £356,625 and there remains a 
group profit after taxation of £393,664. A 
final dividend of 173 per cent less tax, making 
274 per cent for the year, is proposed. 


Your Board is of the opinion that the re- 
serves of the company have become unduly 
large in relation to the issued capital and it 
is, therefore, proposed to apply the sum of 
£303,500 standing to the credit of share pre- 
mium account in paying-up in full new 
ordinary shares of 5s, each and to distribute 
these shares in the proportion of one new 
ordinary share for each three ordinary shares 
of 5s. each held by the shareholders on the 
register on February 14, 1958. In view of the 
fact that after the proposed bonus issue all 
but £36,000 of the existing authorised 
capital will have been issued, it is 
proposed to increase the authorised capital 
of the company from £2 million to £3 
million. 


_ After reviewing the progress of the operat- 
ing subsidiary and associated companies, the 
statement continued : 


FULL UTILISATION OF FINANCIAL 
RESOURCES 


The year under review has involved the 
full utilisation of our financial resources. In 
the past we have relied mainly on the gener- 
ous facilities which we have received from 
our bankers and from other financial institu- 
tions. In present circumstances, however, if, 
as is Our intention, we are to continue to 
develop our business we must look to a 
greater volume of deposit money. With this 
in mind we have, since June last, been invit- 
ing new deposits and I am glad to report that 
this change in policy is already bearing fruit 
to the extent that in the last six months of 
1957 our deposits have increased consider- 
ably. A deposit with a well-established finance 


house provides first-class security with a most. 


attractive rate of interest. 


The current financial year is little more 
than two months old and the flow of business 
to date has been at a higher rate than in the 
same period last year. As far as profitability 
is concerned, the rise in the Bank Rate has 
inevitably and materially increased interest 
charges and there is no mitigating factor in 
Tespect of agreements entered into prior to 
the rise. Taking into consideration the over- 
all picture, your Board is of the opinion that 
the current year’s trading should prove satis- 
factory unless circumstances outside our con- 
tol adversely affect turnover. 
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ALEXANDERS DISCOUNT 
COMPANY 


SIR ERIC GORE BROWNE’S 
STATEMENT 


The ninetieth annual general meeting of 
Alexanders Discount Company Limited will 
be held on February 13th in London. 


The following is the circulated statement 
by the chairman, Sir Eric Gore Browne, 
DSO, OBE, TD: 


Before dealing with the accounts there is 
one matter concerning the composition of the 
Board: it is with very great regret that I have 
to report the resignation through ill health 
of Mr Robert Alexander. Mr Alexander has 
given over forty years of his life to the service 
of the Company, on the management for 20 
years and for 25 years on the Board. He is 
the great-great-grandson of the founder of the 
business. We shall miss him much. 


Nineteen-fifty-seven, the year for which we 
now account, was a very difficult one for your 
Company. 


At the beginning of the year the Bank Rate 
stood at 53 per cent while the rate for Trea- 
sury Bills was about 4} per cent. By Feb- 
ruary 7th, when the Bank Rate was reduced 
to 5 per cent, the weekly tender rate had 
fallen to 4;% per cent, and, after this reduc- 
tion in the Bank Rate, the Treasury Bill 
Rate, starting from 4} per cent, at the next 
tender, fell to 33 per cent in early May, and 
remained fairly steady at around 3} per cent 
until the middle of August. Then the rate 
rose steeply until it reached 4} per cent in 
the middle of September. On the 19th of 
that month the Bank Rate was raised to 7 per 
cent and the Treasury Bills, at the first 
tender thereafter. were allotted at just under 
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63 per cent. At the end of the year this 
tate was 6} per cent. 


ACTIVITIES OF A DISCOUNT HOUSE 


As you know, in addition to its traditional 
and primary role of buying and selling Bills 
of Exchange, a secondary role, which through 
force of circumstances, has of recent years 
fallen to the lot of the London Discount 
Market, is to provide a free market in short- 
dated Government Bonds. Your Company 
entered the year 1957 with £324 million of 
these Bonds. The fall in their market value, 
as a result of the varied use of the Bank 
Rate instrument during recent years, is clearly 
shown by the figures given in Note 3 of the 
Balance Sheet which is now before you. 


A Discount House makes its living by deal- 
ing in differences; by which I mean the 
margin which obtains at any time between 
the rate at which it can borrow money from 
the Banks and the rate at which it can invest 
that money in the purchase of Bills and of 
short-dated Government Bonds. The profits 
which a Discount House can make depend in 
the main on the width of these margins. 


The influence of a steep rise in the Bank 
Rate on both these elements in its business 
will be apparent to you. The Market values 
of short-dated Government Securities suffer 
serious depreciation in value ; the borrowed 
money by which both Bills and Bonds are 
financed costs more to the borrower, while 
the interest on those funds already invested 
remains the same. This increased burden is, 
it is true, of shorter duration in respect of 
the Bill holdings than it is in the case of 
the Bond holdings. 


I hope that what I have said serves to 
emphasise to you the truth of the statement 
which I made to you in respect of the 1953 
Accounts, “ that in fulfilling the present role 


ALEXANDERS DISCOUNT COMPANY 


LIMITED. 


Statement of Accounts, December 31, 1957 
LIABILITIES 


Authorised Capital :— 


100,000 Preference pegeaee ee £2 ane and 2,400, — ay a 


of £1 each 


Issued Capital :-— 


100,000 £2 6% Cumulative Preference Shares, a ome a 


2,400,000 £1 Ordinary Shares, fully paid 


Share Premium Account 
General Reserve 
Profit and Loss Account 


Loans, Deposits and Sundry Creditors (including Satin « 
£98,081,244 secured on certain assets per —— a 


Final Dividends (less Tax) recommended 
Nores :-— 


533,750 

1,466,250 

42,000 
2,142,000 


4,742,000 
99,356,885 


> 


1. There is a contingent liability in respect of Bills Re-discounted excluding Treasury 


Bills of £7,665,825. 


2. Taxation recoverable to date has been included in these accounts. 
3 British Government Securities are included herein at or under cost and below 


their redemption value. 


In the aggregate, the amounts thereof exceed their 
market value at December 31, 1957, by £2,307,533 (1956 £2,612,218). 


Provision 


for this difference has not been made and is regarded as unnecessary as all the 
dates, 


securities are redeemable at fixed 


£104, 136,835 


ASSETS 


Balances at Bankers and Cash in Hand 
Bills Discounted (less Provision for Rebate) . 


British Government Securities (quoted) (see Note 3) inl 
Corporation and Dominion Government —_— (quoted) « 


Loans on Security and Amounts Receivable 


24, LOMBARD STREET, LONDON, 


£ 
742,854 
70,597,862 
31,757,287 
610,158 
428,674 


_£104,136,835 


E.C.3 











a 
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of the London Discount Market there is a 
serious element of risk,” and in my statement 
in respect of the year 1954 you may remember 
that I told you that the Discount Market as it 
exists today “is a sensitive instrument and 
subject to influences over which it has no 
control and which may at any moment con- 
siderably influence its current position.” 


THE ACCOUNTS 


Now if you will turn to the Balance Sheet 
to which this statement is attached, you will 
see that your Capital, Share Premium 
Account and General Reserve, subject to 
Note 3, remain unchanged, that the balance 
carried forward is reduced to £142,000, and 
that our holdings of Government Securities 
to which I have already referred is 
£31,757,287, and of Bills is £70,597,862. The 
Profit and Loss Account shows a profit of 
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£62,900 after providing for rebate and taxa- 
tion, and after making a provision towards 
securities depreciation. 


As I have so often told you, our dividends 
must depend on the result of the year’s work- 
ing. On this occasion we propose to recom- 
mend a Final Dividend of 3 per cent less 
tax on the Cumulative Preferente Shares, a 
Final Dividend of 2} per cent less tax 
(making 5 per cent less tax for the year) on 
the Ordinary Shares, and to reduce our carry 
forward from £167,000 to £142,000. My col- 
leagues and I have had long and anxious 
deliberations on the rate of dividend which 
we now propose. I am sure that you will 
realise that if the Bank Rate continues at its 
present high level our profits will be seriously 
and directly affected for some time to come, 
and that future dividends are in jeopardy. In 
making our proposal we have in mind two 
cardinal factors, each of which has a bearing 





HABANA, CUBA 
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on the future prospects of your Company, 
The first is that the bulk of our holding of 
Government Securities is short-dated, and 
the second is that in spite of the doubts which 
I have expressed to you before as to the 
efficacy, in the absence of an Exchange Stan- 
dard, of the Bank Rate instrument operating 
in the controlled economy of a Welfare State, 
there are some grounds for hope that the 
existing high Bank Rate will not long con- 
tinue. If only we as a nation can restore, by 
Government economy, by hard work and the 
absence of trade disputes, not only national 
but international confidence in the pound 
sterling, the fortunes of your Company will 
once more rest on a sure foundation. 


In conclusion I have to thank the Banks 
for their unfailing support, and Sir Antony 
Macnaghten, Mr Dawkins and all our staff 
for their devotion to your interests in these 
difficult years. 


CONDENSED STATEMENT OF CONDITION AS OF DECEMBER 31, 1957 

















ASSETS 

Cash on Hand, in Banco Nacional de Cuba 
and Due from Banks.....................065 $66.723,561.84 

Republic of Cuba Bonds and Other Public 
ID, da Stipateariaieaisiielieienotin 67.096,000.00 
Stock of Banco Nacional de Cuba......... 519,900.00 
CE i aiivinissccckccnaksctndiinvcnioris 3.939,141.78 
ee 91.716,378.46 
UIE PING ii estcccasiacciivrreceions 3.729,649.25 
Customers’ Liability on Acceptances...... 2.597,468.31 
Items in Transit with Branches............ 10.047 ,496.44 
CE: DE ici iccavticniriisaiccptndsstnna 2.891,470.19 
$249.261,066.27 

LIABILITIES 
NINE sic rieciecincininciieltaeiarnaeee $234.072,528.56 
Acceptances under Letters of Credit...... 2.597,468.31 
NE I icici inncitnasapelaneeemnammeain 536,388.73 
Capital Funds : 

SN sntsixepdcssiiaies $5.000,000.00 

PNUD casiconinvacens 6.750,000.00 

Undivided Profits... 304,680.67 
— 12.054,680.67 
$249.261,066.27 


DEPOSITS 


December 31, 1957, $234.072,528.56 December 31, 1957, 
201.225,980.23 December 31, 1956, 


December 31, 1956, 








CAPITAL FUNDS 
$12.054,680.67 
11.346,999.32 
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RUSTENBURG PLATINUM MINES LIMITED 


(Incorporated in the Union of South Africa) 


Statement to Members by the Chairman, Mr. D. A. B. Watson, on the Directors’ 
Report and Accounts for the Year Ended August 31, 1957 


(Issued to Members prior to the Twenty- 
sixth Annual General Meeting to be held in 
the Board Room, Consolidated Building, 
corner of Fox and Harrison Streets, 
Johannesburg, on Thursday, January 30, 
1958, at 9.15 a.m.) 


The Report of the Directors for the year 
ended August 31, 1957, reviews in detail the 
operations of the company during that 
financial year. ‘Trading results were satis- 
factory, sales of platinum and by-product 
metals exceeding those of the previous year. 
Net revenue before tax amounted to £4.48 
million, which was £1.26 million, or nearly 
40 per cent, greater than that earned during 
the previous year. 


The appropriation from current profits 
towards meeting capital expenditure incurred 
during the year was £224,000. ‘The appro- 
priation to the Stock Realisation Reserve to 
finance increased stocks of metal in transit, 
in treatment and in a refined state amounted 
to £895,000, and the appropriation to 
General Reserve to finance the increase in 
the value of stocks of stores and materials 
was £73,000. The cost of the increase in 
pipeline and refined stocks of metals and in 
stores and materials during the past two years 
has been £1,185,000. An amount of £1.9 
million was distributed in dividends during 
the current year. 


The technical programme for the period 
was carried out as planned and by Sep- 
tember, 1957, the mines were in a position 
to mill at the increased rate of 2.6 million 
tons per annum as provided for by the 
1956/1957 expansion programme. 


The shortage of platinum which had pre- 
vailed during 1955 and 1956 continued into 
the early months of the calendar year 1957. 
Up to the end of February, 1957, marginal 
supplies of the metal on the open market 
were commanding prices above the official 
price quoted by the major platinum refiners. 
By July demand showed signs of slackening, 
but it was only three months later, in 
October, that it became clear that a complete 
reversal in market conditions was taking 
place and that the world over-supply of 
platinum had reached serious proportions. 
Steps were taken at your company’s proper- 
ties to reduce the current scale of operations 
to a rate commensurate with the then esti- 
mated market requirements for platinum. 
During November and December, 1957, the 
position deteriorated further and another and 
material reduction in the rate of production 
on the mines was arranged. Members have 
been advised from time to time by the Board 
of these changes and of the action taken to 
meet the changed circumstances. The steep 
decline in the demand for, and the fall in 
the price of, platinum during the second half 
of the calendar year and the consequential 
adverse effect on the affairs of the company 
were very considerably greater than had, in 
August, been regarded as likely from the 
information then available. 


THE PLATINUM MARKET 


Demand.—The reduction in demand for 
platinum has up to the present arisen mainly 
from the drastic curtailment and, in certain 
cases, the complete withdrawal of orders 
Placed by oil companies for platinum for use 
in the platforming process, while recently 
there has also been some hesitancy on the 





part of other industrial users. It appears 
likely that the recent reduction in require- 
ments by all users is largely the result of the 
economic uncertainty arising from the indus- 
trial recession which has developed through- 
out the world and which has led to a 
hesitancy on the part of users to proceed 
with capital programmes and to decisions to 
carry lower stocks for the time being. There 
has been, furthermore, a recent trend towards 
the use by the oil industry of a platinum 
catalyst containing only 0.3 per cent platinum 
in preference to the alternative type contain- 
ing 0.6 per cent platinum and this has had 
a material bearing on the current reassess- 
ment of that industry’s requirements. It is 
a moot point, however, whether the current 
trend towards the use of the lower grade 
catalyst will continue ; informed opinion is 
by no means unanimous as to the relative 
merits of the two forms of catalyst. Members 
will appreciate the considerable difference the 
eventual adovtion of one or other of these 
types of catalyst will have upon the demand 
tor platinum. 


Prior to embarking upon the recent expan- 
sion schemes, exhaustive inquiries were made 
as to the potential requirements of individual 
oil refining companies over the five years 
1956 to 1960. The figure for such estimated 
requirements was such as to justify fully the 
expanded rate of production. In point of 
fact, various oil refining companies have 
within the past six months withdrawn from 
the market some two to three years before 
their stated inventory requirements have been 
satisfied. 


Price.—As stated, the demand for platinum 
continued to weaken after the close of this 
company’s financial year and the open market 
price of the metal moved steadily to lower 
levels. To meet the competition arising from 
the prior reductions in the prices quoted by 
our competitors, the official price of the com- 
pany’s platinum was reduced in two stages 
during the last three months of the calendar 
year from the price range of £33-£34 to a 
range of £27 10s. 0d.-£28 10s. Od. per ounce, 
which is the same as that which ruled 
throughout the major part of the year 1955. 


The weakening in price has been caused 
principally by the very considerable fall in 
demand as a result of which platinum has 
been in free supply. Offerings from Russia 
have continued and, being made in a com- 
petitive market, have been at prices lower 
than those quoted by your company and the 
other suppliers of platinum of non-Russian 
origin. Some platinum which had been used 
as a medium in certain currency transactions 
has also appeared on the market at similar 
prices. 


The open market price, which is being set 
mainly by the level at which Russian supplies 
are offered, is now about £1 per ounce below 
the present official price range. There is at 
present no indication that offerings from 
Russia are diminishing nor of any change in 
their policy of selling platinum below the 
official price quoted by the main suppliers of 
the Western world. 


The reduction in the official price of plati- 
num by £5 10s. Od. per ounce during the 
current ‘inancial year has, of course, made 
serious inroads upon the profit margin of the 
company. In our opinion the profitability to 
a primary producer of the platinum price of 
£34 per ounce, which this company had 


maintained throughout the greater part of 
1956 and 1957, was reasonable and commen- 
surate with the capital invested in the assets 
of the company, and the large working 
capital required to finance the necessary con- 
siderable stocks of metals in transit and in 
treatment at the refineries. 


In pursuance of our policy of attempting to 
maintain a steady level of the platinum price, 
we did not, in July of this year, immediately 
follow the downward movements which were 
initiated by the unofficial quotations and 
followed by our main competitors. It is in 
the long-term interests of both producers and 
consumers to avoid, if possible, the disturb- 
ances caused by rapid fluctuations in price in 
either an upward or downward direction, and 
it was decided that Rustenburg’s price should 
be maintained until it could be seen whether 
Russian offerings were likely to continue in 
the face of a falling price. These did in fact 
continue at gradually reducing prices and, in 
order to maintain our competitive position in 
world markets, the price of Rustenburg metal 
was reduced in October, 1957, and again in 
December, 1957. 


SALES AND PRODUCTION 


Sales of platinum by your company during 
the ‘irst four months of the current financial 
year amounted to little more than 50 per cent 
of the average monthly sales during the finan- 
cial year ended August 31, 1957, There is no 
indication at present of any improvement in 
the position. 


The completion of the various expansion 
schemes at the Rustenburg and Union 
Sections provides the opportunity for con- 
siderable flexibility in planning operations. 
The current scale of operations will, if neces- 
sary, be further adjusted from time to time to 
provide for such changes as may occur in the 
platinum market, and such adjustments will 
be made with due regard to the desirability of 
maintaining this present flexibility. 


Reductions in the scale of operations on 
the mines have unfortunately necessitated the 
retrenchment of some 650 Europeans and 
5,000 Natives since October, 1957. Every 
effort has been made to minimise the hardship 
caused by these retrenchments, but the effect 
on individuals and on the neighbouring 
districts has been severe. 


PROSPECTS OF THE COMPANY 


It is not possible at this point of time to 
make a reliable estimate of trading results for 
the current year. Any such estimate would 
have to be based on factors which may change 
rapidly and materially during the remaining 
eight months of the financial year. 


Net capital expenditure during the year 
will amount to approximately £400,000, 
which represents expenditure on such work 
connected with the 1956/1957 expansion 
scheme as was in progress at the end of 
August, 1957, notably in respect of housing 
and of improvements to the smelter plant, 
which work was too far advanced to be 
stopped. If production remains at its present 
low level, capital expenditure in the financial 
year 1958/1959 and for several years there- 
after will be negligible. If it should prove 
that a material increase in the present rate of 
production is justified, certain expenditure on 
shaft sinking and sundry other items will 
become necessary at that time. The Directors’ 
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Report for the financial year ended August 
31, 1957, made it clear to members that, in 
addition to providing for current capital ex- 
penditure of some £400,000, provision will 
also have to be made for the sum of £1.7 
million outstanding at August 31, 1957, in 
respect of past capital expenditure. When 
deciding upon the amount of dividend to be 
paid in August, 1957, the Board anticipated 
that the amount required to finance past capi- 
tal expenditure could be met from pro‘ts 
during the next two years, while at least 
maintaining the 1957 rate of dividend. As a 
result of the material changes in the immedi- 
ate prospects of the company which have 
taken place since August, the profits earned 
will be insufficient to carry out this antici- 
pated programme. The period over which 
appropriations necessary to meet the deficit 
on capital expenditure will be made will be 
reconsidered in the light of current profits 
and of the Board’s assessment of the future 
level of profits from year to year. It will be 
necessary to give careful consideration to the 
proper balance between the magnitude of 
such appropriations deemed prudently neces- 
sary to extinguish the deficit in the financial 
position and the desirability of providing 
some return to members meanwhile. It is too 
early to come to any conclusion as to where 
this balance will lie for the current year. 


As I have already stated, the present exten- 
sive cut in mine production took place some 
months after the beginning of the current 
financial year and mine output will exceed to 
some extent the present anticipated sales for 
the year. The cost of producing these addi- 
tions to stocks which have arisen during the 
first few months of the financial year will have 
to be financed. Every effort is being made to 
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regulate production as rapidly as possible to 
a point where the minimum additions to 
stocks will result. It is at present expected 
that there will be a diminution in pipeline 
stocks of all metals, and an increase in the 
refined stocks of platinum during the current 
year. 

Additions to stocks and stores over the past 
two years have absorbed approximately £1.2 
million, a figure which can incidentally be 
compared with the carry forward of expendi- 
ture on capital assets amounting to £1.7 
million. The necessity to finance this con- 
siderable increase in pipeline stocks, together 
with the necessity to finance further increases 
anticipated during the current year, at a time 
when metal prices have fallen and the level 
of sales has materially decreased, places a 
considerable strain upon the resources of 
your company. Taking into account all rele- 
vant factors, it is clear that under present con- 
ditions the dividend for the current year will 
be sharply reduced. In view of the uncer- 
tainty of the position and the necessity to 
assess the results for the year as a whole 
before deciding upon the correct appropria- 
tions to be made from current profits, the 
Board regrets that it is unadvisable to make 
an interim dividend payment in February, 
1958. 

As regards the-future profitability of your 
company, I have referred to some factors 
which have brought about the recent fall in 
demand for platinum and I think it will be 
appreciated from the nature of these factors 
and the speed at which the situation has 
changed during the past six months how diffi- 
cult it is to attempt to forecast future levels 
of supply and demand, a difficulty which is 
enhanced by the present uncertain prospects 
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for world industrial activity in 1958. When 
the present economic and technological uncer- 
tainties have been resolved, it may well prove 
to be the case that there will be a recovery in 
demand for platinum to levels appreciably 
higher than presently obtaining, but I am not 
prepared to hazard a guess as to the length of 
time before such a recovery might take place, 
In the short term this depends primarily 
upon the oil industry. In the long term it is, 
in my opinion, reasonable to assume that the 
gradual growth in demand for industries 
other than oil refiners which has continued 
over the past twenty years will continue in 
future years. 


If it is possible to supply any further infor- 
mation or to make any better assessment of 
the position at the date of the Annual General 
Meeting on January 30th, a further statement 
will be made at that meeting. 


The following changes have taken place in 
the Directorate of the Company since the 
issue of the Directors’ Report : 


Mr. P. S. Hammond was appointed a 
Director of the Company with effect from 
January 1, 1958, in place of Mr. E. S. Hallect, 
resigned. The Board places on record its 
appreciation of the excellent services rendered 
by Mr. Hallett to the Company since his 
appointment as a Director in 1947. 


Mr. W. M. Walker, who was Alternate 
Director to Mr. Hallett, has been appointed 
Alternate Director to Mr. Hammond. 
January 22, 1958. D. A. B. WATSON, 


Chairman. 
Registered Office: 


Consolidated Building, 
Corner of Fox and Harrison Streets, 
Johannesburg. 








INFLATIONARY TRENDS REFLECTED IN ACCOUNTS 


SATISFACTORY INCREASE IN NET PROFIT 


SIR THOMAS BARLOW ON WORLD FINANCIAL TENSION 


The Chairman, Sir Thomas D. Barlow, 
GBE, has circulated, with the report and 
accounts, the following statement to the 
shareholders of District Bank Limited, prior 
to the 128th annual general meeting to be 
held on Friday, February 14th, at the Head 
Office, Spring Gardens, Manchester: 

The Directors learned with great regret of 
the death last November of Sir Robert Noton 
Barclay, who preceded me as Chairman and 
was for so long a distinguished member of 
the Board. We offer Lady Barclay and all 
members of the family our deepest sympathy. 


Since our last annual meeting we have had 
pleasure in welcoming two new Directors, 
Mr Henry P. Bibby and Mr Charles L. Hill, 
both of whom are well known in industrial 
circles. Their intimate knowledge of business 
affairs will be of much value to the Bank. 


REORGANISATION OF SHARE CAPITAL 


During the year a proposal to merge the 
Bank’s three issues of shares, “ A,” “B” and 
“C,” into a single class of £1 shares was put 
into effect with the approval of the Share- 
holders, after confirmation of the High Court 
had been received in respect of the reduction 
of capital involved in the reorganisation. 

The free scrip issue made to Shareholders 
as part of the scheme brought about a 
capitalisation of reserves and as a result the 
paid-up capital has been increased from 
£2,976,428 to £3,988,530 in the form of £1 
shares all of one class and all fully paid. 


The Directors are of the opinion that this 
simplified and modernised capital structure, 
with its elimination of uncalled liability, is of 
advantage to the Bank and also to the Share- 
holders who now have a wider market for 
their shares. This would seem to have been 
recognised by the overwhelming support that 
was accorded to the scheme. 


THE YEAR’S ACCOUNTS 


On reference to the Balance Sheet it will 
be seen that Current, Deposit and other 
accounts, which have been running at a higher 
level throughout most of the year, now total 
£253 million and exceed last year’s figure by 
£11 million. This change, which follows the 
general run of banking figures, reflects the 
persistent inflationary trends of the past 
twelve months. 

As a consequence of the increased deposits, 
Cash, Money at call and short notice, 
Treasury Bills and Bills of Exchange, have 
been augmented and are larger in proportion 
to our deposits than they were at the end of 
1956. These liquid assets represent 39.2 per 
cent of our liability to depositors. 

We have added over £3 million to our 
holdings of British Government Securities. 
All of these Securities have a definite date of 
redemption and a high proportion is repay- 
able within ten years. Investments continue 
to be shown at a figure which is below their 
market value. 


The fall in our advances is due to a sharp 





decline in the second half of last year. This 
trend not only accords with the Chancellor’s 
request to the banks to adopt a tighter lending 
policy in the national interest but also reflects 
reductions in traders’ stocks due to falling 
commodity prices and some slackening of 
activity in certain lines of business. The task 
of implementing official policy would have 
been far more difficult for us had our 
customers not been so understanding and 
co-operative. We naturally regret the con- 
tinuance of restrictions on our lendings and 
will indeed welcome the day when more of 
our funds can be utilised in financing indus- 
try and commerce. Meanwhile our advances 
continue to be well spread over a wide range 
of industries, and the figures do not call for 
any special comment other than that the 
farmers, who are so indispensable to the 
country’s well-being, are still one of the 
largest classes of borrowers. 


Much of the big increase in the figure for 
Liabilities of Customers for Acceptances, 
Confirmed Credits and other obligations is 
attributable to guarantees in respect of 
exports of capital goods. This Balance Sheet 
item also provides some indication of the 
activities of our Foreign Department. Not 
surprisingly the changing fortunes of sterling 
and the generally unsettled state of the 
exchanges have added considerably to the 
demands made upon the Department by an 
increasing number of customers, There was 
considerable forward exchange trading during 
the late summer and early autumn, but after 
the increase in Bank Rate this activity much 
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abated. The continued expansion of the 
couniry’s foreign trade was reflected in a 
higher volume and value of transactions in 
all sections of the Department. 


Our Trustee Department has had another 
active and successful year. It is pleasing to 
note that a steadily increasing number of 
customers and others have appointed the 
Bank as their Executor or Trustee under 
Wills. There has also been a constant demand 
for the services the Department provides by 
acting as Trustee for Pension Funds and for 
other types of trusts where continuity of 
administration is desired, such as new Settle- 
ments and Declarations of Trust for the 
supervision of investments. As we have long 
felt our expanding business in the Midlands 
demanded a more personal Trustee service for 
our customers and beneficiaries in this impor- 
tant area, a branch of the Trustee Department 
is 10 be opened within the next two or three 
months at 38 Hagley Road, Edgbaston, 
Birmingham. 

The higher figure for Bank Property is 
explained by the purchase of premises and 
by the rebuilding and extension of some of 
our existing Offices. Last year we opened 
branches at Edgbaston, Uttoxeter and oppo- 
site the University of Manchester. 


By continuing their regular visits to 
branches the General Managers were able to 
gain a more intimate understanding of the 
problems presented in different areas by the 
swiftly changing financial conditions of last 
year. This local knowledge has also been 
furthered by the regular conferences which 
permit a personal exchange of views and 
experiences between senior branch executives 
and our higher officials. 


PROFIT AND DIVIDENDS 


Although Bank Rate is at present standing 
at the high figure of 7 per cent, the average 
Bank Rate during 1957 was little above that 
of 1956. Any additional income from this 
direction and from the larger turnover of 
cheques has heen almost entirely offset by the 
greatly increased amount of interest paid to 
our depositors and by the continued upward 
pressure of operating costs, due mainly to 
increased salaries and pensions. 


In the circumstances an increase of £9,900 
in Net Profit as compared with the figure for 
the previous year may, I think, be regarded 
as satisfactory. After making the usual pro- 
visions this profit amounts to £672,960 and, 
including the sum brought forward, there is 
for disposal £1,147,480. Of this we propose 
to transfer £500,000 to our General Reserve 
(now designated Reserve Fund) thus restor- 
ing our reserves to £4 million, which was the 
combined total of the General Reserve and 
Capital Reserve Share Premium Account 
prior to the reorganisation of our capital. 
We are, as forecast, recommending a final 
dividend this year of 7} per cent, bringing the 
total to 15 per cent, which represents an 
increase Over the amount received last year 
by each of the former classes of Shareholder. 
After allowing for these dispositions there 
remains £303,470 to be carried forward to the 
1958 Account. 


The progress made by the Bank during the 
past year has not been achieved without keen- 
ness and efficiency on the part of the manage- 
ment and staff in dealing with the wide variety 
of problems which has arisen nor without 
a sympathetic understanding of the require- 
ments of our customers. Before turning from 
Matiers of a domestic nature to those of 
wider interest I should, therefore, like to 
express thanks to all concerned for their loyal 


service, 
WORLD FINANCIAL TENSION 


After a long period of almost continuous 
expansion in international trade there has 
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been some slackening in activity, and this has 
aroused anxiety as to the possibility of a 
serious decline in business. Lack of confi- 
dence has contributed to the recent exchange 
instability, but the inadequacy of currency 
reserves of many countries has provided the 
main reason for this weakness and for the 
steady accumulation of balance of payments 
problems. 


Such a situation could have been alleviated 
if those countries receiving a steady influx 
of gold from their growing export surpluses 
had not continued to maintain restrictive 
policies, and if those suffering a loss of 
reserves had been less dilatory in applying 
deflationary measures. Because of the present 
maldistribution of reserves many countries 
are ill-prepared to withstand the impact of 
a recession in trade and, even if any recession 
which may occur does not go very far, there 
will have to be effective co-ordination of 
national policies if the international currency 
mechanism is to be kept working smoothly. 


DEFENCE OF STERLING 


But that is not to suggest that this country 
should rely upon external events to extricate 
it from exchange problems. On the contrary 
the possibility of mounting tension abroad 
should make us the more determined to 
protect sterling by our own exertions. The 
inflationary forces which are ranged against 
the pound are not difficult to see. Living 
beyond our means, or in other words 
spending too much and saving too little, has 
been the cause of our exchange crisis: 
housing, industrial investment and _ con- 
sumption, all desirable in themselves, have 
combined to create excessive demand and 
with this cost-inflation. To continue on 
this lavish course would injure the national 
economy, irreparably, and we cannot too 
quickly make such adjustments in our 
internal affairs as will facilitate the establish- 
ment of stable prices and a sound currency. 


Meanwhile it is encouraging to note that 
sterling derived strength from the sharp 
increase in Bank Rate, and to realise that 
until the middle of this year it should benefit 
from favourable payments conditions. <A 
high Bank Rate, however, is costly, even if 
only reckoned in terms of interest payments 
on overseas holdings of the National Debt, 
and the pound will have to be put on a secure 
basis if we are to make good past losses in 
reserves and provide a margin for the repay- 
ment of debts incurred as a direct result of 
the crisis. It is understandable, therefore, 
that other measures have been put into 
operation to suppress inflation and, since 
costs and prices cannot spiral upwards with- 
out an increasing supply of money, the 
Chancellor made money not only more 
expensive but “ scarcer to get hold of.” 


Yet these measures will not be sufficient 
to strengthen the economy if they do not 
include a check upon the volume of State 
expenditure. In these circumstances it is 
reassuring to have the Government’s recent 
reaffirmation that both its capital and current 
expenditure will continue to be sternly 
restricted. This should reduce inflationary 
demand in the public sector of industry 
where it is most excessive. Equally 
important is the reduction of excessive 
demand in the private sector. In so far as 
these measures are effective they should 
materially help to bring incomes into line 
with output and investment with actual 
savings. 


INVESTMENT AND CONSUMPTION 


Technical development, greatly fostered by 
two world wars, is stimulating new methods 
of production at such speed that modern 
machinery, costly in itself, is very liable to 
rapid obsolescence. For this reason alone 
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the consequences of checking investment 
must be carefully weighed. Yet with capital 
so hard to come by and potential demands 
sO great there is really no alternative but to 
keep our industrial development within 
practical limits: in other words not to 
attempt too much too quickly. 


The merit of any installation is, in the last 
resort, to be measured by its capacity to 
raise production and lower costs. Unfor- 
tunately it does not appear that industry as 
a whole has so far been very successful in 
this respect. According to a recent issue of 
the Treasury’s “Bulletin for Industry ” 
money incomes rose so much faster than 
output of goods and services in 1956 that 
costs per unit of output increased by 6} per 
cent, and even for the first half of 1957 
there was an increase of 3 per cent. The 
extent to which wages have been outstripping 
production can be inferred from _ these 
statistics, and, when wages are still engender- 
ing so much internal purchasing power, there 
is real danger that in restricting the growth 
of total demand we may see more consumed 
and less invested. 


Nothing could create a worse impression 
in a world anxiously awaiting the outcome 
of the Government’s new measures than that 
capital investment should be sacrificed to 
consumer demand, for that would leave this 
country still wrestling with inflation and 
lagging behind others in the re-equipment of 
industry. The most urgent need is to restore 
the balance between money incomes and out- 
put. If this were done we should not only 
reduce inflation but, by lessening the strain 
upon industry, should increase the strength 
of the export trades. Indeed the pound has 
been so weakened by the recent crisis that 
we are in no position to countenance a policy 
that would do less than give support such as 
this to sterling. 


OUR WIDER RESPONSIBILITIES 


Such action becomes even more necessary 
when considered in the light of world con- 
ditions. It is true that a continuance of the 
present fall in commodity prices should hold 
down the cost of living, thereby removing 
a powerful pretext for higher wages, and that 
lower prices for basic materials should reduce 
production costs, thus making it possible for 
import requirements to be obtained in 
exchange for a smaller quantity of exports 
than hitherto. Yet on balance a downward 
trend in these prices is more likely to work 
to this country’s disadvantage, since a decline 
in their earnings would make it increasingly 
difficult for our best customers to purchase 
our goods. 


As far as the primary producing countries 
of the Sterling Area are concerned, cheaper 
commodities have in fact very serious impli- 
cations for us. With most of Western 
Europe pursuing less expansive policies and 
America possibly moving into a recession, 
the foreign exchange earnings of the overseas 
sterling countries could be severely reduced. 
If this should cause them to draw heavily on 
their London balances a great strain would 
inevitably be placed on the pound. Then 
more members of the Commonwealth have 
become self-governing and, eager for 
economic development, they too may draw 
on their balances instead of adding to them. 


Burdensome as now appear our responsi- 
bilities at the centre of this system, it has to 
be remembered that the great bulk of world 
trade depends upon the international 
character of sterling, and justification for any 
sacrifice which may have to be made lies in 
the indirect benefits to exports rather than 
in the direct benefits to earnings, important 
as these are, that accrue from this country’s 
traditional functions of banking, merchanting 
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in commodities, shipping and insurance. 


Because of the increasing international 
stresses to which the pound is subjected there 
would seem to be a need for greater co-ordin- 
ation of policies within the Sterling Area. 
However it is neither by co-ordination nor 
even by help from countries outside the Area 
that sterling will regain its full strength. 
Real and lasting support can clearly come 
only by building up a current trading surplus 
commensurate with the country’s inter- 
national responsibilities. Although this is a 
formidable task, especially when some buyers 
of British goods are having to restrict 
imports, it does not impose a policy contrary 
to our domestic economic interest. The 
price may be heavy in terms of hard work 
and self-denial, but is one well worth while 
in that it contributes to the preservation of 
multilateral trade upon which the prosperity 
of the United Kingdom so largely depends. 


EXPORTS IN A COMPETITIVE WORLD 


When considering this task, encourage- 
ment can be derived from the fact that for 
some years a larger part of the country’s 
total resources has been going into exports 
and that of these manufactured goods record 
the biggest gain. But perhaps the most 
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significant change is the growing diversity of 
our manufactured exports. Although to some 
extent this is due to our speedier reaction to 
the shifts of world demand, it is also due to 
the fact that in this scientific age other 
countries are increasingly looking to us to 
supply them with complex technical equip- 
ment, particularly in the fields of electronic 
and atomic development. None the less 
competition is exceedingly fierce. In these 
circumstances it is reassuring to know that 
our export performance in the hardest 
markets has been very satisfactory and that 
the recent Canadian Trade Mission was 
impressed by the standard we have achieved 
in many fields of industry. May we trust 
that what they have reported to their fellow- 
countrymen will bring us an increasing share 
of a market so rich in potentialities. 

Far less satisfactory, though it failed 
through no fault of its own to reach an 
understanding, was the Cotton Industry 
Mission to India, Hong Kong and Pakistan 
to which I referred in my last Statement. 
To the continued unrestricted and duty-free 
inflow of cheap cloth and made-up goods 
from these centres has had to be added until 
recently arrivals of increasing quantities of 
grey cloth from China at prices much below 
the quotations of efficient producers in this 
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country. The retention of such a large pro- 
portion of these goods in the home market 
now constitutes a threat to the cotton in- 
dustry infinitely more serious than a year 


ago. It is greatly to be hoped that the 
obviously critical situation which has 


developed will compel a workable solution 
before long. 

But to meet this and other aspects of the 
keen competition ranged against our textiles 
much has been accomplished in the field of 
technical development. The utilisation of 
new fibres and the production of new yarns, 
new cloths and new finishes account in part 
for the moderate improvement in business 
last year. It should, however, be remem- 
bered that the trade has been enjoying the 
benefit of an active home market due to the 
inflationary rise in consumers’ spending 
power. In itself this is not a condition to 
ensure lasting prosperity, and there is every 
need for taking a cautious view of the future, 
Although the extent to which the industry 
can modernise largely depends upon the 
course of events outside its control, it will be 
placed in a stronger position in so far as it 
can, despite the inordinately heavy cost, 
make use of the many developments in 
machinery and production that have emerged 
of recent years. 





NATIONAL PROVINCIAL BANK LIMITED 


The one hundred and twenty-fifth annual 
general meeting of National Provincial Bank 
Limited will be held on February 13 at the 
head office, 15 Bishopsgate, London, E.C.2. 


The following is the statement by the 
Chairman (David John Robarts, Esq), which 
has been circulated with the report and 
accounts for the year ended December 31, 
1957 : 


BOARD OF DIRECTORS 


We have to record with great sorrow the 
death of Mr Gerald Steel, CBE, who was 
elected a Director of the Bank in 1956. Be- 
tween 1949 and 1957 he also rendered valu- 
able service to the Bank as a Loca] Director 
for Sheffield. 


We also have to record with great sorrow 
the death of The Right Honourable Lord 
Riverdale, GBE, LLD, who had served as a 
Local Director for Sheffield since 1921 and as 
a Director of the Bank between 1924 and 
1951; and also the death of Mr Antony 
Hubert Gibbs, who was appointed a Local 
Director for Devonshire of the Union of 
London and Smiths Bank in 1903 and con- 
tinued in a similar capacity for this Bank 
following the amalgamation with the Union 
of London and Smiths Bank in 1918. 


In November last we were glad to wel- 
come to the Board Field-Marshal Sir John 
Harding, GCB, CBE, DSO, MC, to whom 
we offer our congratulations on the honour of 
a Barony which Her Majesty has recently 
conferred upon him. 

We also offer our congratulations to Mr 
Foster Gotch Robinson, a Director of the 
Bank, and to Mr Ashley Skelton Ward LLD, 
a Local Director for Sheffield, on the honour 
of Knighthood which Her Majesty has been 
pleased to confer upon them. 


During the year we were pleased to 


HIGH TRADITION OF PUBLIC SERVICE 
ECONOMIC SPHERE : VIOLENT CHANGES AND FLUCTUATIONS 
POSITION COMPLICATED BY INTERNATIONAL CLIMATE 
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announce the election of Sir Douglas S. Bran- 
son, KBE, CB, DSO, MC, TD, ADC, DL, 
MA, and Mr John Hadfield, MSc, ARIC, to 
seats on the Sheffield Local Board. 


REORGANISATION OF THE SHARE 
CAPITAL OF THE BANK 


The Scheme of - Arrangement dated 
February 12, 1957, for the reorganisation and 
simplification of the capital structure of the 
Bank was duly approved at the meetings of 
shareholders held March 21, 1957. The High 
Court subsequently sanctioned the Scheme 
and confirmed the reduction of capital extin- 
guishing the uncalled liability on the “A” 
and “B” shares. As a result of these changes 
and the application of £1,033,742 of the 
Bank’s Share Premium Account, the paid-up 
capital of the Bank has been increased from 
£9,479,420 to £10,513,162 and is represented 
by a single class of shares of £1 each fully 
paid. 

125TH REPORT AND ACCOUNTS 


Shareholders will notice that this is the one 
hundred and_ twenty-fifth Report and 
Accounts of the Bank. To mark this occasion 
a brief account of the history of the Bank 
has been included, tracing the major devel- 
opments throughout the long period during 
which the National Provincial Bank has main- 
tained its high tradition of public service. 


COUTTS AND COMPANY 


The Balance Sheet of Coutts and Com- 
pany as at December 31st last accompanies 
our own Report and Accounts. 


STATEMENT OF ACCOUNTS 


The Balance Sheet and Accounts of the 
Bank together with the Directors’ Report are 
before you. 








PRIORITIES 





It will be seen that the liabilities of the 
Bank to its Current, Deposit and other 
Account holders at £830,705,869 exceed last 
year’s figures by £16,181,900. 


The total of our liquid assets—Cash, 
Money lent at Call and Short Notice, and 
Bills—represents 39.6 per cent of our deposit 
liabilities. This compares with 37.3 per cent 
twelve months ago. 


Investments in securities of, or guaranteed 
by, the British Government continue to be 
shown at a figure which is below their market 
value. The Balance Sheet value of 
£215,237,902 gives a ratio of 25.9 per cent 
to Deposits as against 26.5 per cent last year. 
We hold no undated government securities 


and the majority of our holdings mature 
within ten years. 


Our Advances stand at £240,093,573 which 
represents 28.9 per cent of our Deposits. The 
corresponding figures at December 31, 1956, 
were £256,730,398 and 31.5 per cent. 


PROFIT AND LOSS ACCOUNT 


The account shows a net profit for the year 


. — compared with £2,030,483 for 


Together with the amount brought in of 
£654,875 there is a balance for disposal of 
£2,716,841. An interim dividend of 9 per cent 
has been paid, taking £544,056, leaving avail- 
able £2,172,785. 


It is now proposed to deal with this balance 
as follows: 


To pay a final dividend of 


9 per cent ‘i ; £544,056 
To appropriate to Reserve 

Funds a7 ; £1,000,000 
This will leave to be carried 

forward ... re £628,729 


The proposed final dividend of 9 per cent 
makes, with the interim dividend of 9 pef 
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cent paid in July last, a total dividend of 
18 per cent in respect of the year 1957. 


MANAGEMENT AND STAFF 


The satisfactory results which have again 
been achieved have come from the continued 


‘hard work and ability of the Management and 


Staff both in Head Office and in the branches, 
and I wish to thank them most sincerely for 
their efforts and for their unceasing loyalty 
and devotion. 


The proportion of ladies we employ con- 
tinues to grow and, although we do suffer 
a substantial-turnover in our Lady Staff, a 
considerable number stay with us, some for 
many years, and their services are of the 
utmost value to the Bank. 


There is one section of the very varied 
activities we undertake for our customers 
which I feel deserves special mention this 
year, namely the big tasks which have been 
carried out—and most successfully—by our 
Registrar’s Department under the capable 
direction of Mr J. D. M. Campbell, our 
Registrar. One such operation certainly made 
headline news, namely that of the Convertible 
Debenture Stock Issue of The British Petro- 
leum Company Limited last month. The 
response to that Issue was unprecedented in 
the annals of the City and it entailed the 
handling by our Registrar’s Department, with 
avery much augmented staff, of over 250,000 
application forms. Approximately 170,000 
Allotment Letters had to be prepared and the 
vast majority of these were in the hands of the 
Post Office for transmission to successful 
applicants within 60 hours of the basis of 
allorment being decided. This achievement 
reflects the highest credit on Mr Campbell, 
the Officers of his Department and all those 
members of the Staff (many of whom came 
from country branches) who were concerned 
in this vast operation. It is fitting that I 
should pay this tribute to them. 


ECONOMIC CONDITIONS 


The past year will be remembered as one of 
exceptionally violent changes in the financial 
and economic spheres. The early months of 
the year were overshadowed by the aftermath 
of the nationalisation of the Suez Canal and 
the strains upon our economy thereby created. 
With the resumption of traffic through the 
canal, these strains were eased. In February 
the Bank rate was reduced from 5} to 5 per 
cent—a change made necessary by the techni- 
cal position of the money market, rather than 
by any significant improvement in the 
economy of the country. Seven months later, 
however, under the pressure of adverse 
developments, Bank rate was raised to 7 per 
cent, the highest level for 36 years. 


The Government’s Financial Year 1956-57 
closed with a realised deficit, taking into 
account items both above and below “the 
line,” of £331 million, of which £284 million 
was due to the new financing arrangements 
for the nationalised industries. The Chancel- 
lor framed his Budget for 1957/58 on the 
basis of achieving an approximate overall 
balance of income and expenditure both 
above and below “the line.” This was 
clearly the right objective and is a funda- 
mental necessity if inflation is to be checked. 


The balance of payments for the first six 
months of 1957 showed a surplus on current 
account of £125 million, which, though not 
80 good as in the same period of 1956, was 
not unsatisfactory. Adverse capital move- 
ments, however, converted this into a net 
deficit of £43 million as compared with a net 
surplus of £85 million in the first half of 
1956. The position was disguised by a sub- 
Stantial inflow of dollars from sterling area 
countries, including dollars drawn from the 
International Monetary Fund by India, and 
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our gold and dollar reserves increased by 
nearly $250 million, reaching a total of 
$2,381 million in June. Then, however, a 
change of trend set in. The reserves fell by 
some $530 million between June and Sep- 
tember, and it was clear that there was a loss 
of confidence in the position of sterling. It 
is not easy to-analyse the causes of this 
change. The devaluation of the French franc 
and the constant strength of the German 
mark touched off a considerable pressure 
against sterling which was not justified by any 
change in the current trade position. Official 
pronouncements by the Government did not 
appear to convince the speculators that going 
short of sterling was not likely to be a profit- 
able operation, and the Government had to 
show by appropriate action that their words 
would be supported by deeds. The raising 
of Bank rate to 7 per cent and the determina- 
tion to use our dollar resources and credits 
to meet speculative pressure proved effective 
and the exchange rate has improved, with the 
result that our resources in foreign exchange 
have shown a recovery. 


AN UNEQUIVOCAL STATEMENT 
OF POLICY 


Other active steps were taken by the 
Government. On the day on which the Bank 
rate was raised, September 19th, the Chan- 
cellor announced that it was the intention to 
hold down the total of Government invest- 
ment expenditure instead of allowing it to 
rise as planned. At the same time, the Chan- 
cellor requested the banks to restrict bank 
lendings to an average level over the following 
twelve months no higher than that prevailing 
during the preceding twelve months. Mr 
Thorneycroft said at the meeting of the Inter- 
national Monetary Fund: 


“The purpose of the measures which I 
announced before leaving London has been 
to go to what I conceive to be the root of 
any inflation—namely, the supply of 
money. Let me repeat what I said: 
* There can be no remedy for inflation and 
the steadily rising prices which go with it 
which does not include, and indeed is not 
founded upon, a control of the money 
supply. So long as it is generally believed 
that the Government are prepared to see 
the necessary finance produced to match 
the upward spiral of costs, inflation will 
continue and prices will go up.’ What is 
needed to bring it to a halt is for the 
Government to be prepared to deny the 
extra cash whatever other painful conse- 
quences may follow.” 


This unequivocal statement of policy 
clearly impressed responsible opinion at home 
and abroad: it was undoubtedly an important 
factor in creating a better sentiment about 
sterling. In view of this, it is sincerely to 
be hoped that the recent resignation of Mr 
Thorneycroft involves no departure from the 
principles he laid down. Otherwise the slow 
and difficult process of consolidating the re- 
covery in sterling will be jeopardised. 


While foreign markets are not likely to 
regain full confidence in sterling until there 
is evidence that the constant increase of 
wages and costs can be controlled, the recent 
weakness of sterling was partly the result of 
capital withdrawals from the sterling balances, 
especially by India and Pakistan, and to that 
extent the drawing on credits abroad to meet 
the strain is not unjustified. 


ECONOMIC PRIORITIES 


Our domestic problems are complicated by 
the unsettled state of the international climate, 
both political and economic. Since the 
middle of last June there has been a series 
of shocks to international confidence, and 
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there is no sign as yet of any relaxation of 
the cold war. As a result, the defence of the 
free world still entails a burden of expenditure 
which weighs heavily on the economies of all 
the democratic countries, and may indeed 
need to be increased with the constant de- 
velopment of new and costlier types of arma- 
ment. Defence must clearly have the first 
claim on our resources. It is, however, the 
task of Governments to find the finance for 
this purpose, without inflating their cur- 
rencies, and, if necessary, to scale down the 
Budgetary charges devoted to other objects. 
The maintenance of even the present stan- 
dard of living depends, first, on the main- 
tenance of peace and, secondly, on the 
maintenance of a stable currency. After that, 
the next priority should be the capital 
required to modernise and expand industrial 
equipment. The volume of consumption, 
and the improvement of our standard of life, 
need to be adjusted to this scale of priorities. 


Unfortunately, it is not so easy to arrange 
priorities in this way. During the past year 
efforts have been made both in this country 
and in the United States to curb the infla- 
tionary trend. The method adopted in both 
countries is directed primarily to a restriction 
of monetary supplies in the private sector of 
the economy. This has contributed to a fall 
in international commodity prices and some 
reduction in investment plans, and it may 
result in a world-wide recession of business. 
But this will not necessarily mean the end of 
inflation—any recession of business will 
mean a fall in the future yield of taxation, 
and may cause a demand for further 
Government expenditure to counter un- 
employment. Thus the measures adopted 
to curb inflation may, in the end, lead to 
further inflation. The inflationary trend is 
not likely to be overcome unless and until 
governments are able to cut down the dis- 
proportionate share of the national resources 
which they at present consume, largely for 
non-productive purposes, and this, in turn, 
will not be possible until public opinion has 
been educated to understand that constant 
demands on the Government for additional 
expenditure can only end by undermining 
the economy of the country. 


EXPORT BUSINESS 


The fall in commodity prices will inevit- 
ably tend to make export business with the 
producing countries more difficult, particu- 
larly for capital exports, and will increase the 
need for medium or longer-term credits for 
such exports. It is not normally the function 
of a commercial bank to provide such credits. 
The Government have, however, agreed that 
bank credits for this purpose can be guaran- 
teed by the Export Credits Guarantee 
Department, so that they can be regarded 
as gilt-edged, so far as the risk of repayment 
is concerned, up to the amount guaranteed. 
Moreover, the Government regard such 
credits as so much in the national interést 
that they have also agreed that these credits 
should be excluded from the scope of the 
credit squeeze. But, however little risk there 
may be, a commercial bank, with its liability 
to repay current account balances on demand 
and deposit account balances at short notice, 
cannot afford to lock up any but a small 
proportion of its resources in medium or 
longer-term credits. Furthermore, it is not 
easy to justify providing any considerable 
amount of advances for such purposes when 
a credit squeeze is being enforced on other 
customers. 


While there are no signs of developments 
foreshadowing an early end to the credit 
squeeze, there is little doubt that the mea- 
sures adopted by the Government in the 
autumn have brought about a more cautious 
attitude towards future commitments. It is 
difficult to be precise in such matters, but 
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the evidence accumulates of a tendency for 
stocks to be allowed to run down and, here 
and there, for capital investment plans to 
be re-phased if not dropped altogether. Such 
developments are clearly not without their 
effect on the demand for bank advances ; 
nevertheless, it is still our experience that 
overdrafts are pushing up hard against 
limits and we expect that this pressure 
will be intensified in the early part of 
1958, when the tax-gathering season is in 
full swing. 


Beyond this it would be unwise to venture 
into the realms of prophecy. Internal 
stability and external security of the pound 
have been elusive targets for so long that one 
hesitates to claim any lasting success for the 
Government’s latest measures. This much, 
however, can be said : there appears to be a 
greater awareness of the economic problems 
we face and a greater willingness to recognise 
unpleasant facts. If this is so, the chances 
are naturally brighter that the year 1958 will 
mark a turning point in our affairs. 


COMPANY MEETING REPORTS 


APEX (TRINIDAD) 
OILFIELDS 


The thirty-eighth annual general meet- 
ing of Apex (Trinidad) Oilfields, Limited, 
was held on January 22 in London. 


Mr F. R. Cottell (the chairman) said that 
after provision for development and con- 
tingencies and depreciation of fixed 
assets, met oil revenue was £1,375,000. 
After providing £690,000 for taxation in 
Trinidad and the United Kingdom, the 
net profit for the year was £773,000. The 
directors recommended a final dividend of 
ls. 6d. free of income tax per 5s. unit of 
stock, making a total dividend of 2s. for 
the year. 


The production for the year was 3,037,000 
barrels of crude oil and 3,682,000 gallons of 
casinghead gasolene. During the year 131,322 
feet were drilled. Nineteen wells were drilled 
in the main field, five in the synclinal area 
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and one in the Cedros area of the south-east 
peninsula. 


The Cedros well was drilled with the deep 
diesel rig and was carried to a depth of 
13,045 feet. The results of testing the sands 
were disappointing but it was of considerable 
interest that sands were found in this well 
within the Lower Cruse Clay which had pre- 
viously been considered to be without any 
sand development in this area. 


Increases in oil prices and in the company’s 
production for the year were the main reasons 
for the excellent results, which were achieved 
despite further additions to its expenses, 
Some recession in oil prices had however 
already taken place and if this were accen- 
tuated, particularly if accompanied by further 
substantial increases in costs, it might 
seriously hamper the company in _ its 
operations and in the search to extend the 
tested areas of the property. 


The resolutions before the meeting were 
carried. 





APPOINTMENTS 





HE MANUFACTURERS of “<n © 

PREFABRICATED STEEL STRUCTURES 
and “* Middlesex ” Prefabricated Timber Buildings 
require SALES MANAGER (preferably age 35- 
45), with imagination, initiative and vision, to 
organise and develop their already established and 
rapidly expanding home and overseas _ sales. 
Successful sales experience in prefabrication or 
allied industry would be an advantage, as would 
an extensive knowledge of overseas markets. 
Remuneration and progress commensurate with 
the importance of this top appointment awaits 
the right man with ambition, personality and 
character. 

Applications, in writing, to The Secretary, 

J. E. LESSER AND SONS LTD., 

GREEN LANE, 

HOUNSLOW, MIDDLESEX. 


ORGANISATION & METHODS 


Vacancies exist in the Organisation and Methods Depart- 
ment at Guest, Keen and Nettlefolds (Midlands), Ltd. 
The Department serves both Divisions of the Company ; 
the Screw Division at Heath Street, Birmingham, and 
the Bolt and Nut Division at Darlaston, 11 miles away. 

The intention is to strengthen the team, whose chief 
work is the review, establishment and maintenance of 
the administrative procedures which operate throughout 
the company. The whole object is to ensure that the 
clerical service continues to be both effective and 
economic. 

Applicants must be able to show a successful experience 
in organisation and methods work, coupled with a sound 
_—o background. The age bracket is from 28 
to 35. 

Alternatively, if a younger man with an _ honours 
degree can demonstrate a real interest in this work, which 
calls for an analytical mind and an ability to work with 
people, he would be given consideration, and, if success- 
ful, training in Organisation and Methods Techniques 
would be arranged. 

1.C.W.A. or similar qualifications could be very useful 
in cither category. 

There is more than usual scope for advancement and 
the salary is attractive. 

Applicants should write fully to the Personnel Officer, 
Guest, Keen and Nettlefolds (Midiands), Ltd., Box 24, 
Heath Street, Birmingham, . 


ARKET RESEARCH EXECUTIVE required by 
well-known London manufacturer of steel factory 
equipment, to be solely responsible for conduct of 
research and its interpretation to sales management. 
Applicants should be aged about 30, and have practical 
experience of market research. Starting salary will be 


in the £800-£1,000 range.—Apply, with full details, to 
Company’s consultants, who will carry out initial | 
interviews.—Marketing Development Co.,  Ltd., 


Grosvenor Place, S.W.1. 


AJOR AMERICAN OIL COMPANY, with 

world-wide interests, invites applications 
for the position of SENIOR ECONOMIST in its 
London organisation. Applicants should have 
extensive knowledge of economics of European 
countries. Salary according to experience and 
qualifications.—Box 852. 


QTAFF WRITER, under 35. required" by London 


12 | 


monthly trade journal. Degree in economics and 
familiarity with international trade desirable. Pension 
scheme.—Write, giving particulars of languages and | 


writing experience, to Box 836. 

ARGE West End Advertising Agency requires Lady 
Assistant for their Market Research Department. Posi- 
involves statistical work on a series of leading 
accounts. Applicants must be accurate in dealing with 
figures. Ability to type of value. Previous experience in 
advertising not essential. A degree or equivalent qualifi- 
cations in Mathematics or Economics desirable. — Write, 
Stating age, qualifications and salary required, to Box 840. 


~ UNIVERSITY OF LONDON | 


The Senate invite applications for the Chair of 
Commerce (with special reference to International Trade), 
tenable at the London School of Economics and Political 
Science (salary £2,350 a _ year, plus £100 London 
Allowance). Applications (10 copies) must be received not 
later than February 26, 1958, by the Academic Registrar, 
University of London, Senate House, W.C.1, from whom 
further particulars may be obtained. 


tion 


INGAPORE : Qualified Accountant wanted for Far 
Eastern office of world-wide organisation. Vacancy 
offers interesting experience and wide scope for young 
and ambitious man_ seeking employment abroad. 
Applicant, preferably unmarried and between 25 and 35, 
would be offered a three-year tour overseas, with option 
to renew at a salary of $M.900 per month, plus accom- 
modation.—Applications, stating age, qualifications, 
experience, present post and salary, to Box 842. 





MARKET RESEARCH MANAGER 


A Manager is required for Market Information 
Services Limited. The work involves responsi- 
bility, under the Technical Director, for the 
administration of the company and the technical 
conduct of the researches which it conducts for 
its clients. Applicants should have at least four 
years’ practical experience of market research 
work, mostly consumer field studies. They must 
possess an academic or professional qualification 
in statistics, economics or psychology, or any 
combination of these, and be familiar with the 
application of these disciplines in their more 
advanced forms to the solution of marketing 


problems. They must also be capable of 
controlling a professional staff and_ dealing 
directly with the top management of major 


clients. 


Salary will be commensurate with experience, 
but will not be less than £1,750 to begin with. 


Apply, with full details, to Technical Director, 
Market Information Services Limited, 24 Brook’s 
Mews, London, W.1. 


RITISH PETROLEUM COMPANY LIMITED has a 

vacancy for a STATISTICIAN to work at their 
Research Station at Sunbury-on-Thames, Middlesex. 
Candidates should have an honours degree in Statistics, 
or in Mathematics with a diploma in Statistics. They 
should also have a good basic knowledge of Physics and 
Chemistry (G.C.E. Advanced Level). Work will include 
the design and analysis of experiments connected with 
research at the small scale and pilot plant levels and also 
with operations on refinery plants. An electronic _com- 
puter will be available. Non-contributory Pension Fund. 
Assisted House-Purchase Scheme. Removal expenses and 
settling-in allowance payable in certain cases. Luncheon 
Club.— Write, quoting Reference H.S.1, to Box 5662, c/o 
191 Gresham House, E.C.2. ‘ 
HE BRITISH COUNCIL invites applications for : 

(1) Probation for permanent service, open to 
honours graduates, born after August 30, 1923, ready to 
serve anywhere. Ref. A 58. (2) English Teaching posts 
in overseas Universities, Training Colleges and Institutes 
(mostly in Asia); graduates. Ref. 58.—Application 
forms from Personnel Department, 65 Davies Street, 
London, W.1. (Send stamped addressed label or 9 in. x 
6 in. envelope and quote reference.) Closing dates: 
A 58, March Ist; B 58, February 15th. 

RITISH FILM INSTITUTE. Administrative Assistant 

required for Secretary’s office. Must have both 
sound knowledge of financial procedures and ability to 


contribute to the varied activities of the _ Institute. 
Salary £800 or £850, by annual increments, to £985.— 
Applications, marked Personal, to Secretary, 164 
Shaftesbury Avenue, W.C.2 | 


N INTERNATIONAL ORGANISATION requires a 

graduate with experience of work on market surveys. 
The person selected will brief correspondents and prepare 
surveys for presentation to clients.—Write, with full 
details of qualifications and experience, to Box 845. 


‘UNIVERSITY OF ABERDEEN ~ 


Applications are invited for a Lectureship in Statistics 


with special interest in Economic Statistics and 
Econometry. Salary_ on scale £900 to £1,650 with 
appropriate placing. F.S.S.U. and child allowance. 


Applications (eight copies) should be lodged not later 
than February 24, 1958, with the Secretary, The Univer- 


sity. Aberdeea, from whom particulars and forms of 
application should be obtained. ee EE 
THE UNIVERSITY OF LEEDS 
DEPARTMENT OF SOCIAL STUDIES 
Applications are invited from _ suitably qualified 
graduates for appointment as Lecturer or Assistant 


Lecturer in Politics in the Department of Social Studies, 
at a salary on the scale £900 x £50-£1,350/ x £75-£1,650 
a year for a Lecturer, or within the range £700-£850 a 
year for an Assistant Lecturer, according to age, 
qualifications and experience. Other things being equal, 
preference will be given to candidates with a_ special 
interest in the sociological study of political institutions. 
—Applications (three copies), stating date of birth, 
qualifications and experience, together with the names of 
three referees, should reach the Registrar, The University, 
Leeds, 2 (from whom further particulars may 
obtained), not later than February 24, 1958. 





YOUNG MARKETING EXECUTIVE, aged about 

25-27, required by well-known London furniture 
manufacturer to be solely responsible for research and 
its interpretation to sales management. Applicants should 
have economic or statistical background and preferably 
some practical experience. Starting salary, depending 
upon qualifications, from £700-£800. Contributory 
pension scheme.—Apply, with full details, marking 
envelope ‘“* Furniture,” to Marketing Development Co., 
Ltd.,_ 12 Grosvenor Place, London, S.W.1. 
ie MILK MARKETING BOARD requires a young 

Economist (25 to 30 years of age), with a good 
honours degree and some practical experience in applying 
economic and statistical concepts to industrial and com- 
mercial problems. Good salary and prospects to right 
man. Contributory pension scheme.—Application forms 
may be obtained from the Personnel Officer (Ref. 208), 
Milk Marketing Board, Thames Ditton, Surrey. 


ORGANISATION & METHODS 


A large industrial organisation has two 
vacancies (one in London, the other in 
Lancashire) tor men aged 24-30 for O. and M. 


work in administration. Candidates should have 
had some experience in this field, but a suitable 
first-class education and a keen interest in the 
possibilities of improved industrial efficiency are 
more important. 


Applications should state degree or other 
qualification, and in_ particular knowledge of 
Economics, Mathematics and Electronics. 


Commencing salary, £750 to £1,250, according 
to experience and ability. All applications will 





be treated in strict confidence.—App! t 
Box 846. — " 
A LARGE GROUP OF ENGINEERING COMPANIES 

has a vacancy in_ its Statistical and Market 
Research Department. The duties of the appointment 
are concerned with factory sales and _ production 


Statistics and market research. Applications are invited 
from. men between the age of 25-30 years, with either 
A.I.S. or B.Sc., Econ., with statistics. Preference 
will be given to candidates with similar experience in 
the engineering field.—Applications, giving a summary 
of experience and qualifications, to Box 848. 


OME OFFICE: RESEARCH OFFICER. Post in 


London for period of three to five years. The 
appointment may be renewed. 

Duties comprise research on Home Office and Prison 
Commission subjects, particularly on causes of 
delinquency and treatment of offenders. 

Age normally at least 30 on January 1, 1958, but 


candidates under that age may be considered excep- 
tionally. Candidates must have had sound, practical 
experience in organisation of social or psychological 
research or research in analogous field. They must have 
a University degree, preferably, but not necessarily, 
including law, sociology, psychology, or statistics, or an 
appropriate professional qualification. Some knowledge 
of modern statistical theory and methods desirable. 

Salary scale (men), £1,450-£2,050 (ower if appointed 
under age 30). Starting pay according to qualifications 
and experience. Women’s pay equal by 1961. 

F.S.S.U. applies. 

Further particulars and application form (to be 
returned by February 17th) from Secretary, Civil Service 
Commission, 6 Burlington Gardens, London, W.1, 
quoting No. 4803/58. 


PPORTUNITY ARISES FOR WOMAN experienced 
shipping procedure and documentation in Export 
Company, with modern offices close Victoria Station. 
Good salary, five-day week, luncheon vouchers. Only 
applicants able to act independently need apply, and 
person of senior years considered.—Write, giving full 
— qualifications and previous experience, to 
Ox . 

THE UNIVERSITY OF MANCHESTER 
RESEARCH FELLOWSHIP IN ECONOMIC 

STATISTICS 


are invited for the above Fellowship, 
tenable for one year, with a possible extension to two 
years. The Fellowship is of a value within the range 
£1,100-£1,400 per annum, together with approved 
expenses involved in the Research. Regulations 
governing the award of the Fellowships and application 
forms may be _ obtained from the’ Registrar, the 
University, Manchester, 13, to whom all applications 
should be sent not later than March 31, 1958. 


Applications 


THE UNIVERSITY OF MANCHESTER 
HALLSWORTH RESEARCH FELLOWSHIPS 


Applications are invited for the above Research 
Fellowships for advanced work in the field of Political 


Economy and_ Political Science. The value of _ the 
Fellowships will normally be within the range of £700- 
£1,500 per annum, according to experience and 


qualifications. Regulations governing the award of the 
Fellowships may be obtained from the Registrar, the 
University, Manchester, 13, to whom applications should 
be sent not later than March 1, 1958. 
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APPOINTMENTS 


eS 


EXECUTIVE 
DIRECTOR 


Lake & Elliot, Limited, Braintree, 
Essex wth to appoint an EXECUTIVE 
DIRECTOR. The Company employs 
approximately 1,000 people in Iron and 
Stee: Founding, General and Production 
Engineering. Many developments are 
taking place. 


Applicants should preferably be 
between 35 and 45 and possess degree or 
equivalent qualification in Metallurgy or 
another branch of Science with 
Metallurgical experience. Management 
experience would be an advantage. 


A subst +.tial salary will be paid to the 
successful candidate with — suitable 
qualifications ; assistance can be given 
with housing, and there is a_ long- 
established superannuation scheme. The 
present Board of Directors is small, and 
it is essential that the new Director 
should work happily with them. 


Applicants should send brief 
details of themselves in confidence to 
the Managing Director, who will be 
glad to supply further particulars. 


INE SECRETARY required for large 
A Mine in BRITISH WEST AFRICA, operated by 
U.K. Company (private company). Applicants must 
be Chartered or Incorporated Accountants, aged 30-45, 
with wide commercial and industrial experience (prefer- 
ably including wage and labour matters). The duties, 


Iron Ore 


which include responsibility for the Accounts, Time- 
keeping, Wages, Stores and Labour’ Recruitment 
departments, and wide in scope, and the candidate 
sought is one who is a proved organiser and _ capable 
of giving expert guidance to subordinates. The post 
is a senior one and carries a salary of £3,000 per 
annum, plus minimum bonus of 5 per cent plus, for 


married man marriage allowance at the rate of £10 per 
month and children’s allowance at the rate of £5 per 
month for each child under 18. Free furnished accom- 
modation and medical attention. Contributory Pension 
Scheme with retirement at age 55. Dependants’ Income 


Scheme and free Life Assurance. Tours of duty 
approximately 15 months, with liberal leave in U.K 
and free outward and homeward  passages.—Write, 


giving full particulars of experience, stating age.. married 
einem. to Box TE. 903, c/o 191 Gresham House, 





A large manufacturing company has a 


MARKET RESEARCH VACANCY 


The post, an important one in an expanding 
section, will give experience of a wide range 
of problems and considerable opportunity for 
Original thought and initiative. The work, which 
is in a new and interesting field, involves the 
processing of data collected from sample surveys 
(including planning for I.B.M. tabulating equip- 
ment), the design of both surveys and samples, 
report writing, and liaison with research agencies. 
The post would particularly suit a young male 
graduate up to, say, 30 years of age, who has a 
degree in Economics or Sociology (statistics to 
have been a main or subsidiary subject). The 
holder of this appointment will have every 
chance to contribute to, and gain experience of, 
the section’s work.—Box 849. 


N ASSISTANT is required in the Research Depart- 

ment of a large London Advertising Agency. 
Applicants (men or women) should be under 25 and 
imerested in the application of statistical techniques to 
business problems. An appropriate degree qualification 
would be an advantage.—Please apply to Box 844. 


UNIVERSITY OF CAMBRIDGE 
DEPARTMENT OF ESTATE 
MANAGEMENT 


HAROLD SAMUEL BENEFACTION 
The Department of Estate Management proposes to 


award. from October 1, 1958, grants for research in 
economic, legal or social matters related to the use, 
tenure, or development of land. 

Essential qualifications: good honours degree in 
History Economic History, Economics, Agricultural 


Economics, or Law, or a degree with a high class in Estate 
Management, or evidence of likelihood to obtain such 
@ degree not later than July, 1958. 

Value of a grant £400 a year, plus University and 
College fees. Normally tenable for two years. 
Particulars from Secretary, Board of Estate Manage- 
ment. 74 Trumpington Street, Cambridge. Completed 
applications should reach him by February 26th. 


Subscriptions to many countries can be sent 
either by direct second-class airmail or in 
bulk by air freight for onward posting from 
central distribution points. Airmail is in- 
variably more expensive but ysually quicker 
by about 24/48 hours. Where only one 
service is shown this is because the alter- 
Native is either not available or not 
recommended. 


SPECIALIST OFFICER (STATISTICIAN) 
FEDERATION OF NIGERIA 


Candidates should possess a good Honours Degree in 
mathematics and have had two years’ post-graduate 
experience in statistics as applied to agricultural research. 
Duties will include the building up and supervising of 
a Statistics branch in the Department of Agricultural 
Research. 

Appointment on _ contract/gratuity§ terms, inclusive 
salary scale £966-£1,824. Gratuity of £25 to £37 10s. 
for each completed three months of satisfactory service. 
Furnished quarters when available, at a rent of 84 per 
cent of basic salary, subject to a maximum of £150 a 
year. Free passages for officer on first appointment, 
duty and leave; also for wife once each way in each 
tour of service. Assistance in respect of children’s 
Passages or allowance in lieu. Income tax at local rates. 
Generous home leave. 

Apply, giving brief particulars, to Director of Recruit- 
ment, Colonial Office, London, S.W.1 quoting 
BCD/63/14/048. 


ELEVISION.—Associated TeleVision Ltd. require a 
young woman graduate as an assistant to the 
Audience Research Manager and to specialise in tele- 
vision programme research. A sound statistical back- 
ground with practical experience in a market research 
department is essential. This is a really interesting job 
with excellent prospects.—Write, stating age, qualifications, 
experi. nce and present salary. to G. V. Stacy, Associated 
TeleVision Ltd.. Television House, Kingsway, London, 
MIDDLESEX COUNTY COUNCIL 
PRINCIPAL PLANNING ASSISTANT APT. IV.— 
Commencing salary £962; £1,025 on 1/4/1958 to maximum 
ot £1,175, plus London Weighting. In charge of 
survey and analysis section. Good experience and 
appropriate qualifications required. : 
SENIOR PLANNING _ASSISTANT.—Special scale, 
£750 x £40-£1,030, plus London Weighting. _Appoint- 
ment may be made above minimum. Qualification in 
town planning, geography, economics or other appropriate 
subject required. 
TOWN PLANNING ASSISTANTS APT. I[I.—Com- 
mencing salary £696; £725 from 1/4/58 to maximum of 


£845, plus London Weighting in each case. Duties 
include statistical and territorial analysis. Knowledge 
ot town planning, geography. economics or other 


appropriate subjects required. A Mt 

All posts: Five-day week. Prescribed conditions.— 
Application forms from County Planning Officer, 10 
Great George Street, S.W.1, returnable by February 8th. 
(Quote W.813 E.). Canvassing disqualifies. 


APPOINTMENTS REQUIRED 


UBLIC COMPANY DIRECTOR of some breadth of 
experience is wishful of expanding his interests in 
fields other than those in which he is presently engaged. 
Considerable experience and the right kind of contacts 
in most parts of the Commonwealth and North America, 
and.in the better parts of the European Union. ; 
Investment not contemplated initially, but_ interesting 
activity with a worthwhile end looked for.—Box 850. 
B Sc. (hons), ex-Glas. Uni. and L.5.E., aged 36. 
e Available to interview Rio, Brazil, from March, 
1958. Trained  Bibliographer, Documentalist, and 
specialist in information processing. Experienced 
Salesman, wishes to represent suitable organisation in 
Office Equipment, or in Printing (Photo) Equipment 
business, or in fulfilling the above function constructively 
as methods officer of forward looking organisation.— 
Box 47. 


THE ROYAL BANK OF CANADA 
DIVIDEND No. 282 


Notice is hereby given that a DIVIDEND of 50 cents 
per share upon the paid-up capital stock of this Bank 
has been declared for the current quarter, and will be 
PAYABLE at the Bank and its branches on and after 
March 1, 1958. to shareholders of record at the close 
of business on January 31, 1958. 

y Order of the Board, 
K. M. SEDGEWICK, 
January 22, 1958. General Manager. 


-ASHANTI GOLDFIELDS — 
CORPORATION LIMITED 


Notice is hereby given that the Board of Directors 
have today recommended a Final Dividend (No. 
on the Issued Capital of the Corporation at the rate 
< _ per Share, less Income Tax, at 8s. 6d. in 
the £. 
ended September 30. 1957, to be payable on and after 
April 3, 1958, to all Shareholders on the Registers on 
February 13, 1958. 

The TRANSFER BOOKS WILL BE CLOSED from 
February 14, 1958, to February 20, 1958. both dates 
inclusive, for the preparation of Dividend Lists. 

By Order of the Board. 
E. W. MORGAN, Secretary. 
Registered Address : 
10 Old Jewry, London, E.C.2. 
January 21, 1958. 
BIBIANI (1927) LIMITED 

Notice is hereby given that the Board of Directors 
have today recommended a Final Dividend (No. 38) 
on the Issued Capital of the Company at the rate 
of 2.4d. per unit of Stock, less Income Tax, at 8s. 6d. in 
the £._ This Dividend, which is in respect of the year 
ended September 30, 1957, to be payable on and after 
April 3, 1958, to all Stockholders on the Registers on 
February 13, 1958. 

The TRANSFER BOOKS WILL BE CLOSED from 
February 14, 1958, to February 20, 1958, both dates 
inclusive, for the preparation of Dividend Lists. 

By Order of the Board. 
E. W. MORGAN, Secretary. 
Registered Address : 

10 Old Jewry, London, E.C.2. 
January 21, 1958. 


AIR SUBSCRIPTION RATES 





This Dividend, which is in respect of the year 
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BSOLUTELY UNIQUE! Over the counter New 
Company Registration Service, £25 complete with 
Co. Seal/Books, Indemnity. etc. BUSINESS ECONOMY 


(TE), 156 Strand, London, W.C.2. (TEM. 8377/8.) 
OR SALE. Economists and indices, 1946-57, 
completa _ Offers 7—Box 843. 


Invest in 


CITY OF COVENTRY 
Mortgage Loans 


(TRUSTEE SECURITIES) 


SIX PER CENT FOR TEN YEARS 


Special terms will be quoted for loans of 
£10,000 and over. 
For further particulars apply: 
CITY TREASURER (C.), COUNCIL HOUSE, 
COVENTRY. 
RESIDENTIAL COURSE 
FOR BUSINESS MANAGERS 
The fourth RESIDENTIAL COURSE FOR BUSINESS 
MANAGERS will be held in the University from July 
5 to 26, 1958. The aim is to encourage the development 
of a broader understanding of business problems and of 
the environment in which business operates, and thus 
to assist in the transition from specialised to general 
management. 
PROGRAMME OF STUDY 
There will_be three principal fields of study: (i) Busi- 


ness in a Changing World; (ii) Problems of Business 
Policy; (iii) Aspects of Internal Administration. In 
addition to syndicate work and case-studies, seminars 


will be led by practising business and professional men 
as_ well as University teachers drawn from_ several 
departments, including Commerce, Political Economy, 
Accounting and Psychology. 


ADMISSION 


To encourage the exchange of knowledge and experience 
among members of the course, the number admitted 
will be strictly limited. There are no formal educational 
requirements. The fee for the course, including residence, 
is 90 guineas.—Further particulars and nomination forms 
may be obtained from Professor N. C. Hunt, University 
of Edinburgh. Early application should be made. The 
closing date is March 15, 1958. 


NIVERSITY COLLEGE. LONDON (Gower Street, 


W.C.1). Mr Colin Clark (Agricultural Economics 
Research Institute, Oxford), will give the Newmarch 
Lectures in Economic Statistics, entitled ‘* World 


Population,” on February 6th, 
5.30 p.m. Admission free, 


Gueterbock, Secretary. ee ee 
SUCCESSFUL TUITION FOR THE 
B.SC.ECON. DEGREE 


Wolsey Hall (Est. 1894) provides Postal Courses in 
a wide range of subjects for the two examinations for 


13th, 20th, and 27th, at 
without ticket.—E. A. L. 





Lond. Univ. B.Sc.Econ. (three if Entrance is included). 
Moderate fees, instalments. Over 800 Wolsey Hall 
students passed Lond. Univ. B.Sc.Econ. exams, 1951-56. 


Prospectus from C. D. PARKER, M.A., LL.D., Director 
of Studies, Dept. P.16, WOLSEY HALL, OXFORD. 
B.SC.(ECON.) LONDON UNIVERSITY 
UNIVERSITY CORRESPONDENCE COLLEGE 
provides postal tuition for the above Degree (obtainable 
without residence), which is a valuable qualification for 
those seeking executive appointments in commerce 
or industry, government or municipal posts. The College, 
established 1887, is an Educational Trust. Highly qualified 
Tutors. Low fees; instalments.—Prospectus of U.C.C. 
Courses for London Degrees and Diplomas, G.C.E., Law, 
free from the Registrar, 60 Burlington House, Cambridge. 


ECRETARIAL TRAINING, especially for university 
graduates and older students. Six-month and intensive 
14-week courses.—Write Organising Secretary, DAVIES’S. 
2 Addison Road, W.14. PARK 8392. 
EXPERT POSTAL TUITION 
for Examinations—University, Law, Accountancy, Costing, 





Secretarial, Civil Service, Management, Export, Com- 
mercial. General Certificate of Education, etc. Also 
many practical (non-examination) courses in business 


subjects.—Write today for free prospectus—and/or advice, 
mentioning examination or subjects in which interested, 
to the Secretary (G9/2) 


METROPOLITAN COLLEGE ST. ALBANS 


or call at 30 Queen Victoria Street. London, E.C.4. _ 


RDERS for advertisements in The Economist are 

accepted on condition that they are liable to rejection 
at the discretion of the Editor; that while every effort 
will be made to publish an advertisement on a specified 
date, no guarantee is given; and that white on black, 
reverse blocks, or large sizes of black-faced type may be 
stippled or lined at the Editor’s discretion. 


Airmail | Air Freight Airmail) Air Freight Airmail | Air Freight 

Australia....... £10 6s. _ Hongkong...... — £8 15s. Nigeria ........ £9 Os. £6 10s. 
Cannes cccccece $25 Sieas< aa oe £7 10s. Paktiotan....c... & @&. _— 

or £9 Indonesia....... £9 Os. — Philippines ..... £10 6s. — 
Cosh ccccsccee GS & a Iran, lraq....... £7 15s. — Rhodesia (N.&S.) £9 Os. _ 
Geis ccccccce Ce & —_ errr _— S. Africa ......6 & @. £7 10s. 
East Africa ..... £9 Os. £7 10s. Oe ra uk _ S. America ..... £9 Qs. _ 
iiacccccicas Oe Ue £6 10s. Jordan ......... &7 15s. _ SORccccsscee OF OS £6 15s. 
Europe ........ £6 Os. — Lebanon ....... £7 15s. oo CASA, cosccccae a $25 
GE 6occnds -. £9 Qs. £6 10s. Malaya......... €9 Os. — | or £9 
Gibraltar, Malta. £5 Os. — | New Zealand... £10 6s. _ West Indies.... £9 Os. _ 


SS 
Resistered as a Newspaper. Entered as Second Class Mail Matter at New York, N.Y., Post Office. Authorised as Second Class Mail, Post Office Dept., Ottawa. Printed in England 


¥ St. Clements. Press, Ltd., London, W.C.2. 





Published by The Economist Newspaper Ltd., at 22 Ryder Street, London, S.W.1. 
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RITCHIE CALDER’S Signposts to the Atomic Age... 
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A Harvest for the Desert 


‘¢ -weN A CAVE ON MOUNT CARMEL, in the Holy 
Land, Dr. Dorothy Garrod unearthed 
flint sickles, set in carved bone handles— 

proof that eight thousand years ago, men 
harvested grain. On Mount Hermon, to the 
north, Aaronsohn found the coarse grasses— 
wild wheat and barley—which these early men 
had recognised as food. 


All those thousands of years 
ago, long before Abraham and 
the Patriarchs, these ancestral 
men realised the virtues of 

. grain. They nibbled the seeds 

= in the ears. They discovered 

that from those seeds more 

grasses and more seeds grew; that if they scratched the 

ground the seeds grew better, and, then, if they chose 

well-watered soil, as in the river valleys, the grains were 
more plentiful. 

That, not the domestication of animals for pastoral 
herding, was the beginning of civilisation. When men 
tilled the ground, they became settlers. Their primitive 
homesteads grew into villages, villages into towns, and 
towns into cities. Agriculture led to culture. 

Grain husbandry spread up the Danube into Central 
and Western Europe. Rye and oats began their careers 
as the weeds in the Levantine wheat and barley fields. By 
climatic selection, they prevailed as the hardy crops of 
Northern Europe. 

Bread-grains and rice are the world’s staple food. 
With the world’s multiplying population, we shall have 
to double the yield in the next twenty-five years. There 
are two ways of doing that—by getting bigger crops 
from existing acreages or by increasing the acreages. 
The first means better seeds and the second means over- 
coming the limiting factors of climate. 


Plant breeders have known since the beginning of the 
century how that could be done. The science of genetics 
has taught how, by patient selection and breeding for 
the characteristics required, crops can be produced for 
what would seem impossible conditions. The wheats 
of the Prairie Provinces of Canada abound in what, 
sixty years ago, was regarded as a belt too arid for 
cereals. The climate has not changed. The cereals 
have been man-adapted. 

Now, with the help of atomic energy, the crop map 
of the world can be revolutionised. Crops can be 
“tailor-made” to grow in the Arctic or in the hot 
deserts and in inhospitable soils. 

By putting seeds in atomic reactors, or placing a 
radioactive source (such as Cobalt 60) in the centre of a 
field and planting crops in concentric circles round it, 
plant-breeders can produce in two to five years, the desired 
qualities which, by normal plant-breeding, might take 
25 or even 50 years. The secret lies in the effect of the 
nuclear rays on what are called ‘chromosomes’, which 
are packages of ‘genes’, or hereditary traits. The pack- 
ages can be broken up and reassembled by radiation. 
The changes are random but one in five hundred, will 
provide the plant-breeder with a particular quality for 
which he is seeking. 

Natural radiations probably produced the changes 
from grass to grain, which Ancestral Man found food- 
worthy. Now, with atomic energy, we can decide the 
types of crops we want and where we want them’’, [R.C.] 


. ** . 

MITCHELL ENGINEERING are designing and 
constructing Nuclear Power Plant to meet world 
needs in the New Atomic Age. 


Mitchell Engineering Ltd One Bedford Square London 





